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Key  Points 

• McKinsey  & Co.,  Inc.  is  an  international 
management  consulting  firm  specializing  in 
problem  solving  and  program 
implementation. 


• In  1995,  McKinsey  experienced  a 20% 
revenue  growth  over  1994,  with  revenue 
reaching  $1.8  billion. 


• The  firm  continues  to  expand  globally,  and 
in  the  last  two  years  has  opened  new  offices 
in  Istanbul  (Turkey),  Djakarta  (Indonesia), 
Johannesburg  (South  Africa),  Beijing 


(China),  Perth  (Australia),  Seattle  (WA), 
Charlotte  (NC),  and  Orange  County  (CA). 

Company  Description 

Founded  in  1926  by  James  O.  McKinsey,  the 
firm  is  a leading  management  consulting  firm, 
specializing  in  corporate  strategy, 
organization,  and  operational  effectiveness. 

The  firm  prides  itself  on  having  several 
thousand  of  its  alumni  in  high-profile 
positions  in  the  business  world.  Some  well- 
known  alumni  include  Louis  Gerstner 
(Chairman  & CEO  of  IBM),  Harvey  Golub 
(Chairman  & CEO  of  American  Express),  Jim 
Manzi  (Chairman  of  Nets,  Inc.),  Michael 
Jordan  (Chairman  of  Westinghouse),  and 
Philip  Purcell  (Chairman  & CEO  of  Dean 
Witter),  among  others. 
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Organization  and  Structure 

McKinsey  is  organized  geographically.  Offices 
mostly  serve  clients  in  their  geographic  areas, 
drawing  on  the  rest  of  McKinsey  for 
knowledge  of  industries,  functions,  and 
geographies  as  necessary.  With  a few 
exceptions,  the  offices  hire  people,  staff 
assignments,  and  nominate  consultants  for 
partnerships.  There  is  considerable 
borrowing  among  offices,  both  short-term  and 
long-term,  to  get  the  right  mix  on  consulting 
teams. 

Headquartered  in  New  York,  the  firm  has  69 
offices  in  35  countries,  serving  organizations 
in  many  industrial  nations  and  developing 
countries. 

The  firm  has  22  offices  in  North  America,  4 in 
Latin  America,  25  in  Europe,  4 in  eastern 
Europe,  13  in  the  Asia/Pacific  region,  and  1 in 
Africa. 

Company  Strategy 

McKinsey  consults  at  the  top  levels  of 
management.  In  serving  clients,  McKinsey 
concentrates  on  matters  of  concern  to  chief 
executives,  other  senior  officers,  boards  of 
directors,  and  managing  committees. 


On  a typical  assignment,  consultants  work  in 
teams  of  three  or  more,  supported  by  research 
and  specialist  personnel.  There  is  always  a 
complementary  set  of  skills  and  experience. 
Each  team  is  headed  by  a director  or  principal 
who  leads  the  team  in  planning  the 
assignment,  maintains  a relationship  with  the 
client,  and  is  responsible  for  the  outcome  of 
the  project. 

In  recruiting  consultants,  McKinsey  hires 
MBAs  from  top  business  schools  such  as 
Harvard,  Northwestern,  Stanford,  Wharton, 
and  Columbia.  The  firm  also  hires  a 
significant  number  of  PhDs  from  top  schools. 
The  firm  has  invested  resources  and  placed 
special  emphasis  on  professional  recruitment, 
training,  and  on  going  staff  development 
activities.  The  firm  provides  training  that  is 
comprehensive  and  constant,  spending  more 
than  $100  million  a year  on  it. 

Financials 

McKinsey’s  1995  revenue  was  approximately 
$1.8  billion,  a 20%  increase  over  1994. 

A three-year  revenue  summary  follows: 


McKinsey  & Company 
Three-Year  Revenue  Summary 
($  billions) 


Fiscal  Year 

Item 

1995 

1994 

1993 

Revenue 

$1.8 

$1.5 

$1.3 

• Percent  change  from 
previous  year 

20% 

15% 

8% 

Virtually  100%  of  McKinsey’s  revenue  is 
derived  from  management  consulting,  as  the 
firm  looks  upon  all  its  work  as  consulting. 
However,  INPUT  estimates  that  30%  of  the 


firm’s  work  is  professional  services  in  nature, 
which  includes  information  technology 
consulting,  education,  and  training. 


Page  2 of  4 


INPUT  1996  Reproduction  prohibited. 


McKinsey  & Company,  Inc. 

October  1996 


INPUT  Vendor  Profile 


McKinsey  is  well  known  for  its  consulting 
work  in  the  area  of  strategy. 

Market  Financials 

McKinsey  targets  large  companies,  most  of 
which  include  Fortune  500  companies  or  their 
equivalents  in  other  countries. 

Among  the  industries  the  firm  serves  are 
aerospace,  automotive,  banking/finance, 
consumer  products,  energy,  health  care, 
insurance,  media,  multimedia, 
manufacturing,  utilities,  retail, 
telecommunications,  and  transportation. 

Geographic  Markets 

The  firm  derives  a majority  of  its  income  from 
international  operations,  with  approximately 
60%  of  revenue  coming  from  international 
sources  and  the  remaining  40%  from  the  U.S. 

Employees 

The  firm  has  3,775  consultants,  of  which  191 
are  directors  and  347  are  principals. 

Directors  perform  as  senior  partners,  and  the 
principals  as  junior  partners.  Thirty-nine  of 
these  principals  are  full-time  administrators. 

Key  Services 

Nearly  half  of  McKinsey’s  work  focuses  on 
strategy,  overall  organization,  and  related 
policy  areas.  The  firm  advises  clients  on 
improving  short-term  performance  by  turning 
around  a decline  in  profits,  reorienting 
product  and  market  strategies,  cutting 
operating  and  overhead  costs,  and  increasing 
productivity. 

The  firm  does  extensive  work  in  major 
functional  areas  such  as  research  and 
development,  finance,  sales  and  marketing, 
manufacturing  and  distribution,  planning  and 
control,  management  information,  and 
information  technology. 


Clients 

Major  clients  include  American  Express, 
AT&T,  Eastman  Kodak,  EDS,  ITT,  Frito-Lav, 
General  Electric,  General  Motors,  Hewlett- 
Packard,  IBM,  PepsiCo,  Mellon  Bank,  and 
RJR  Nabisco. 

Marketing  and  Sales 

Although  McKinsey  tries  to  keep  itself  out  of 
the  press,  it  does  publish  its  ideas  and 
research  results  in  the  Harvard  Business 
Review,  The  Wall  Street  Journal,  Sloan 
Management  Review,  and  The  McKinsey 
Quarterly,  among  other  publications.  The 
McKinsey  Quarterly  is  a journal  that  focuses 
on  the  latest  thinking  by  the  firm’s 
consultants  and  outside  authors. 

Competition 

McKinsey’s  primary  competition  comes  from 
Booz  Allen  & Hamilton,  The  Boston 
Consulting  Group,  and  Monitor. 

The  firm  also  faces  competition  from  major 
consulting  firms,  including  Andersen 
Consulting,  Coopers  & Lvbrand,  A.D.  Little, 
and  Gemini  Consulting. 

INPUT  Assessment 

McKinsey’s  major  strengths  include: 

• It  is  a reputed  firm,  reportedly  having  the 
highest  revenue  per  professional  in  the  field 

• Global  focus 

• Reputation  for  strategic  planning 

• Consulting  methodology 

• Strong  client  base 
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Some  of  McKinsey’s  challenges  include: 

• Hiring  the  best  available  recruits  in  an 
increasingly  competitive  market 

• Keeping  its  more  than  3,000  consultants 
informed  about  the  results  of  McKinsey- 
sponsored  research  and  the  lessons  learned 
from  3,000-plus  studies  a year 

• Continuing  to  operate  as  a single  firm 
sharing  a common  set  of  values  and 
approaches  to  consulting 


McKinsey  & Company,  Inc. 

October  1996 
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McKinsey  & Company,  Inc. 


Managing  Director: 
55,  East  52nd  Street 
New  York,  NY  10022 
Phone: 

Fax: 


Rajat  Gupta 

(212)  446-7000 
(212)  688-9521 


Status:  Private 

Consultants:  3,298 

Revenue:  $1,500,000,000 

Fiscal  Year  End:  12/31/94 


Key  Points 

• McKinsey  & Co.,  is  an  international 
management  consulting  firm,  specializing  in 
problem  solving  and  program 
implementation. 

• In  1994,  McKinsey  experienced  a 15% 
revenue  growth  over  1993,  with  revenue 
reaching  $1.5  billion. 

• In  1994,  McKinsey  elected  Rajat  Gupta  as 
the  firm’s  new  Managing  Director.  Mr. 
Gupta  succeeds  Mr.  Fred  Gluck. 


• The  firm  continues  to  expand  globally,  and 
in  1995,  opened  a new  office  in  Africa. 

Company  Description 

Founded  in  1926  by  James  Oscar  McKinsey, 
the  firm  is  a leading  management  consulting 
firm,  specializing  in  corporate  strategy  and 
organization. 

The  firm  prides  itself  in  having  several 
thousand  of  its  alumni  in  high  profile 
positions  in  the  business  world.  Some  well- 
known  alumni  include  Louis  Gerstner 
(Chairman  & CEO  of  IBM);  Harvey  Golub 
(Chairman  & CEO  of  American  Express);  Jim 
Manzi  (Chairman  & CEO  of  Lotus 
Development — now  part  of  IBM)  and  Philip 
Purcell  (Chairman  & CEO  of  Dean  Witter), 
among  others. 
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Organization  and  Structure 

McKinsey  is  organized  primarily  along 
geography.  Offices  mostly  serve  clients  in 
their  geographic  areas,  drawing  on  the  rest  of 
McKinsey  for  knowledge  of  industries, 
functions  and  geographies  as  necessary.  With 
a few  exceptions,  the  offices  hire  people,  staff 
assignments  and  nominate  consultants  for 
partnerships.  There  is  considerable 
borrowing  among  offices,  both  short-term  and 
long-term,  to  get  the  right  mix  on  consulting 
teams. 

Headquartered  in  New  York,  the  firm  has  65 
offices  in  34  countries,  serving  organizations 
in  many  industrial  nations  and  developing 
countries. 

The  firm  has  19  offices  in  North  America,  5 in 
Latin  America,  25  in  Europe,  4 in  eastern 
Europe,  11  in  the  Asia/Pacific  and  1 in  Africa. 

Company  Strategy 

McKinsey  consults  at  the  top  levels  of 
management.  In  serving  clients,  McKinsey 
concentrates  on  matters  of  concern  to  chief 
executives,  other  senior  officers,  boards  of 
directors  and  managing  committees. 


On  a typical  assignment,  consultants  work  in 
teams  of  three  or  more,  supported  by  research 
and  specialist  personnel.  There  is  always  a 
complementary  set  of  skills  and  experience. 
Each  team  is  headed  by  a director  or  principal 
who  leads  the  team  in  planning  the 
assignment,  maintains  a relationship  with  the 
client  and  is  responsible  for  the  outcome  of  the 
project. 

In  recruiting  consultants,  McKinsey  hires 
MBAs  from  top  business  schools  such  as 
Harvard,  Northwestern,  Stanford,  Wharton 
and  Columbia.  The  firm  also  hires  a 
significant  number  of  PhDs  from  top  schools. 
The  firm  has  invested  resources  and  placed 
special  emphasis  on  professional  recruitment, 
training  and  on-going  staff  development 
activities.  The  firm  provides  training  that  is 
comprehensive  and  constant,  spending  up  to 
$100  million  a year. 

Financials 

McKinsey’s  1994  revenue  was  approximately 
$1.5  billion,  a 15%  increase  over  1993. 

A three-year  revenue  summary  follows: 


McKinsey  & Company 
Three-Year  Revenue  Summary 
($  billions) 


Fiscal  Year 

Item 

1994 

1993 

1992 

Revenue 

$1.5 

$1.3 

$1.2 

• Percent  change  from 
previous  year 

15% 

8% 

14% 

Virtually  100%  of  McKinsey’s  revenue  is 
derived  from  management  consulting,  as  the 
firm  looks  upon  all  its  work  as  consulting. 
However,  INPUT  estimates  30%  of  the  firm’s 
work  to  be  professional  sei’vices  in  nature, 
which  includes  information  technology 
consulting,  education  and  training.  McKinsey 


is  well-known  for  its  consulting  work  in  the 
area  of  strategy. 

Market  Financials 

McKinsey  targets  large  companies,  most  of 
which  include  Fortune  500  companies  or  their 
equivalents  in  other  countries. 

McKinsey  & Company,  Inc. 

August  1995 
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Among  the  industries  the  firm  serves  are 
aerospace,  automotive,  banking/finance, 
consumer  products,  energy,  health  care, 
insurance,  media,  multimedia, 
manufacturing,  utilities,  retail, 
telecommunications  and  transportation. 

Geographic  Markets 

The  firm  derives  a majority  of  its  income  from 
international  operations,  with  approximately 
60%  of  revenue  coming  from  international 
sources  and  the  remaining  40%  from  the  U.S. 

Employees 

The  firm  has  3,298  consultants,  of  which,  182 
are  directors  and  311  are  principals.  Thirty 
nine  of  these  principals  are  full  time 
administrators. 

Key  Services 

Nearly  half  of  McKinsey’s  work  focuses  on 
strategy,  overall  organization  and  related 
policy  areas.  The  firm  advises  clients  on 
improving  short-term  performance  by  turning 
around  a decline  in  profits,  reorienting 
product  and  market  strategies,  cutting 
operating  and  overhead  costs  and  increasing 
productivity. 

The  firm  does  extensive  work  in  major 
functional  areas  such  as  research  and 
development,  finance,  sales  and  marketing, 
manufacturing  and  distribution,  planning  and 
control,  management  information  and 
information  technology. 

Clients 

Major  clients  include  American  Express, 
AT&T,  Eastman  Kodak,  EDS,  ITT,  Frito-Lay, 
General  Electric,  General  Motors,  Hewlett- 
Packard,  IBM,  PepsiCo,  Mellon  Bank,  RJR 
Nabisco. 


Marketing  and  Sales 

While  McKinsey  tries  to  keep  itself  out  of  the 
press,  it  does  publish  its  ideas  and  research 
results  in  the  Harvard  Business  Review,  The 
Wall  Street  Journal,  Sloan  Management 
Review  and  The  McKinsey  Quarterly , among 
other  publications.  The  McKinsey  Quarterly  is 
a journal  that  focuses  on  the  latest  thinking 
by  the  firm’s  consultants  and  outside  authors. 

McKinsey  maintains  an  alumni  directory  that 
lists  the  work  and  home  addresses  of  all  ex- 
McKinsey  consultants.  The  firm  conducts 
various  networking  activities  such  as 
sponsoring  alumni  events  each  year.  The  firm 
also  hosts  regional  and  local  alumni 
gatherings. 

Competition 

McKinsey  faces  competition  from  major 
consulting  firms  including  Andersen 
Consulting,  Boston  Consulting  Group, 

Coopers  & Lybrand,  Booz  Allen  & Hamilton, 
A.D.  Little,  Gemini  Consulting,  CSC 
Consulting,  Mercer  Management  Consulting 
and  Monitor. 

INPUT  Assessment 

McKinsey’s  major  strengths  include: 

• Reputed  firm,  considered  to  have  the 
highest  revenue  per  professional  in  the  field. 

• Global  focus 

• Reputation  for  strategic  planning 

• Consulting  methodology 

• Strong  client  base 

Some  of  McKinsey’s  challenges  include: 

• Hiring  the  best  available  recruits  in  an 
increasingly  competitive  market 


McKinsey  & Company,  Inc. 
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• Keeping  its  more  than  3,000  consultants 
informed  about  the  results  of  McKinsey- 
sponsored  research  and  the  lessons  learned 
from  3,000  plus  studies  a year 

• Continuing  to  operate  as  a single  firm 
sharing  a common  set  of  values  and 
approaches  to  consulting 
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Mead  Data  Central 


President : Rodney  L.  Everhart 

9393  Springboro  Pike 

P.O.  Box  933 

Dayton,  OH  45401-0933 

Phone:  (513)  865-6800 

Fax:  (513)  865-6937 


Status:  Division 

Parent:  The  Mead  Corporation 

Employees:  3,700  (12/93) 

Revenue:  $ 551,300,000 

Fiscal  Year  End:  12/31/93 


Key  Points 

• Mead  Data  Central  (MDC)  is  one  of  the 
leading  U.S.  network  services 
companies,  and  one  of  the  top  five  to 
offer  legal  information  in  addition  to 
news  and  business  information. 

• MDC's  total  1993  revenue  reached 
$551.3  million,  a 11%  increase  over  1992 
revenue  of  $494.8  million.  The  company 
reported  pretax  profits  of  $50.4  million. 


• In  May  1994,  the  parent  company  Mead 
Corporation  announced  its  intent  to 
divest  its  electronic  information 
operation  (MDC)  in  order  to  concentrate 
on  its  core  paper  and  forest-products 
business. 

• In  1993,  MDC,  along  with  AT&T 
EasyLink  Services,  launched  a service 
called  PUBCITE  that  allows  AT&T's 
E-mail  subscribers  to  retrieve  the  full 
text  of  articles  from  14  publications 
within  24-hours  using  MDC's  NEXIS 
service. 

• In  May  1993,  MDC  announced  that  it 
had  selected  NCR  Corporation  as  its 
technology  partner,  to  assist  the 
company  in  moving  existing  applications 
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off  mainframes  to  a client/server 
environment. 

• In  April  1993,  Mead  Corporation 
announced  that  Rodney  L.  Everhart  had 
been  named  president  of  MDC. 

Everhart,  who  was  controller  of  the 
corporation,  had  served  as  acting 
president  of  MDC  since  November  1992. 

Company  Description 

Mead  Data  Central  (MDC)  provides  a 
series  of  on-line  database  electronic 
information  services  to  more  than  650,000 
users  worldwide.  The  company's  primary 
offerings  include  LEXIS®  and  NEXIS®, 
the  world's  leading  full-text,  on-line,  legal, 
news  and  business  information  services 

• MDC  began  as  the  Data  Corporation,  a 
computer  software  company  acquired  by 
Mead  Corporation  in  1968.  MDC  was 
made  a separate  division  of  the  Mead  in 
1970,  and  incorporated  as  a subsidiary 
in  1985. 

• The  parent  company,  Mead  Corporation, 
is  a $4.8  billion  global  forest  products 
and  electronic  publishing  company 
headquartered  in  Dayton  (OH),  with 
offices  and  operations  in  30  countries. 

Structure  and  Operations 

Headquartered  in  Dayton  (OH),  MDC  is 
currently  organized  into  the  following 
subsidiaries  and  divisions: 

• LEXIS  Document  Services  (LDS),  based 
in  Springfield  (OH),  was  acquired  in 
January  1988  as  Illinois  Code  Company 
and  operates  as  a division  of  MDC. 


- LDS  provides  a nationwide  manual 
filing,  retrieval  and  search  service  for 
hardcopy  public  corporate  documents, 
such  as  Uniform  Commercial  Code 
liens,  incorp oration  records  and  tax 
Hens  filed  in  any  U.S.  state  or  county. 

• The  Michie  Company,  headquartered  in 
Charlottesville  (VA)  was  acquired  in 
December  1988  and  operates  as  a 
division  of  MDC. 

- Michie  is  a legal  pubhsher  of 
regulatory  materials,  treatises,  state 
statutes  and  other  legal  reference 
material  in  books  and  CD-ROM. 

• Jurisoft,  headquartered  in  Cambridge 
(MA),  was  acquired  in  February  1989 
and  operates  as  a division  of  MDC. 

- Jurisoft  develops  and  markets  legal 
software,  including  the  CheckCite™, 
CiteRite  II™,  Full  Authority™, 
CompareRite™  and  LegalVIEWS™ 
packages. 

• Foho  Corporation,  headquartered  in 
Provo  (UT),  was  acquired  in  December 
1992  and  operates  as  a wholly  owned 
subsidiary  of  MDC. 

- Foho  develops  and  markets 
information  retrieval  software, 
including  Foho  VIEWS®  and  Foho 
MAILBAG®,  for  use  on  PCs  , LANs 
and  as  a CD-ROM  platform. 

Company  Strategy 

MDC  is  focusing  on  becoming  customer- 
driven.  It  is  introducing  new  products  and 
enhancing  existing  products  in  order  to 
make  its  services  easier  to  use. 
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The  company  is  planning  on  replacing  its 
mainframe  with  a new  system  as  well  as 
utilizing  CD-ROM  technology.  The 
company  is  reorganizing  LEXIS  around 
user  segments.  This  is  designed  to  help 
MDC  respond  quickly  to  the  changing 
needs  of  its  customers  more  quickly. 

MDC  is  targeting  new  businesses  while 
strengthening  its  relationships  with 
existing  customers. 


Mead  Data  Central,  Inc. 
Five-Year  Financial  Summary 
($  Millions) 


Fiscal  Year 

Item 

1993 

1992 

1991 

1990 

1989 

Revenue 

$55113 

$494.8 

$469.5 

$440.1 

$401.5 

• Percent  increase  from 

previous  year 

11% 

5% 

7% 

10% 

30% 

Earnings  (loss)  before  taxes 

$50.4 

$41.4 

$38.2 

$27.8 

$36.9 

• Percent  increase  (decrease) 

from  previous  year 

22% 

8% 

37% 

(25%) 

8% 

Financials 

Total  1993  revenue  reached  $551.3 
million,  an  11%  increase  over  1992 
revenue  of  $494.8  million.  Earnings 
before  income  taxes  rose  22%,  from  $41.4 
million  in  1992  to  $50.4  million  in  1993.  A 
five-year  financial  summary  follows: 


MDC's  1993  sales  were  led  by  sales  of 
business  information  services.  Earnings 
were  at  $50.4  million  due  to  investments 
that  were  made  to  enhance  the  features 
and  functionality  of  its  services,  new 
product  development  and  costs  associated 
with  sales  force  restructuring. 

MDC  attributed  its  double-digit  sales 
growth  and  strong  earnings  to: 

• Reduced  costs 

• New  product  introductions 

• Improved  results  from  the  strengthening 
of  its  sales  force 


Market  Financials 

MDC  derives  its  revenue  from  a variety  of 
subscribers,  including  law  firms  and  law 
schools,  corporations,  government 
agencies,  courts,  publishers,  journalists, 
broadcasters,  accountants,  financial 
analysts,  librarians  and  other 
professionals.  More  than  650,000  active 
users  subscribe  to  the  LEXIS  and  NEXIS 
services. 

Revenue  Analysis  by  Product  Line: 

INPUT  estimates  that  approximately  90% 
of  MDC's  revenue  is  derived  from  on-line 
electronic  information  services,  CD-ROM 
information  services,  software  products 
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and  manual  search  and  retrieval  services. 
The  remaining  10%  is  from  legal 
publications. 

Geographic  Markets 

INPUT  estimates  that  approximately  92% 
of  MDC's  1993  revenue  was  derived  from 
the  U.S.  and  the  remaining  8%  from  other 
international  sources. 

Employees 

As  of  December  1993,  MDC  and  its 
subsidiaries  had  approximately  3,700 
employees.  The  company  currently  has 
about  3,700  employees. 

Key  Products  and  Services 

There  are  nearly  5,000  databases  between 
the  LEXIS  and  NEXIS  services  and  more 
than  503  billion  characters  on-line.  More 
than  2.5  million  documents  are  added 
each  week  to  the  more  than  322  million 
documents  online. 

LEXIS,  introduced  in  1973,  is  a computer- 
assisted  legal  research  service.  It  contains 
major  archives  of  federal  and  state  case 
law,  updated  statutes  of  all  50  states  and 
state  and  federal  regulations. 

• The  LEXIS  service  has  45  specialized 
libraries  covering  virtually  every  field  of 
practice,  including  tax,  securities, 
banking,  environmental,  energy, 
international  and  public  records. 

• The  service  contains  libraries  of  English, 
French  and  Canadian  law,  and  other 
legal  materials  from  Australia,  New 
Zealand,  Ireland  and  Scotland. 

• LEXIS  also  contains  a Hot  Topics  library 
that  provides  summaries  of  legal  and 


regulatory  developments  within  nearly 
40  practice  areas. 

• Research  tools  available  on  the  LEXIS 
service  include  an  on-line  Guide 
providing  detailed  descriptions  of  all 
NEXIS  and  selected  LEXIS  libraries, 
Shepard's®  and  AutoCite®  citation 
services,  the  FOCUS™  keyword  search 
feature,  plus  other  software  solutions 
from  its  Jurisoft  division. 

• A subscriber  to  the  LEXIS  services  also 
receives  NEXIS  and  its  related  services. 

NEXIS,  introduced  in  1979,  is  a full-text 

news  and  business  information  service' 

with  more  than  2,300  full-text  sources  on- 
line. 

• Domestic  news  sources  include  The  New 
York  Times,  The  Washington  Post,  Los 
Angeles  Times,  Business  Week,  Fortune 
and  The  Economist. 

• International  business  information  and 
news  sources  include  news  services 
TASS,  Agence  France/Presse,  Kyodo, 
Deutsch  Press  Agency,  Xinhua,  AP,  UPI 
and  Reuters. 

• In  addition,  the  NEXIS  service  contains 
more  than  2,000  sources  of  abstracts 
including  The  Wall  Street  Journal. 

• Broadcast  transcripts  available  on-line 
include  CNN,  National  Public  Radio 
news,  MacNeil-Lehrer  News  Hour,  ABC- 
TV  news  and  official  Kremlin 
International  News  Broadcasts. 

• The  service  is  used  by  a range  of 
professionals  in  corporations,  marketing, 
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advertising  and  public  relations 
professionals,  investment  banks,  law 
firms,  libraries  and  the  news 
departments  of  print  and  electronic 
media. 

The  following  services  are  provided  with  a 

subscription  to  the  NEXIS  service: 

• The  LEXIS©  Financial  Information™ 
Service  (formerly  the  EXCHANGE) 
provides  U.S.  and  international  business 
and  financial  news,  SEC  filings, 
brokerage  house  research  reports  from 
the  INVESTEXT®  database,  private 
company  market  share  information  and 
real-time  and  historical  stock  quotes 
from  all  North  American  exchanges. 

• The  LEXIS®  Country  Information™ 
Service  contains  international  news  and 
country  analysis  reports  by  country, 
region  and  topic.  It  also  offers  the 
ALERT  library,  which  carries  news 
updated  every  three  hours. 

International  files  can  be  searched  all  at 
once,  individually  or  by  the  following 
regions:  Asia/Pacific,  Middle 

East/ Africa,  North/South  America  and 
Europe. 

• The  Associated  Press  Political  Service 
(APOLIT),  contains  information  on 
elections,  political  issues,  polls  and 
candidates. 

• The  National  Automated  Accounting 
Research  System  (NAARS)  provides 
accounting  materials  including  annual 
reports  of  public  corporations  and 
government  entities  and  reports  of  the 
American  Institute  of  Certified  Public 
Accountants. 


• The  MEDIS®  service  offers  full-text 
medical  information  from  the 
publications  of  the  American  Medical 
Association,  the  American  Society  of 
Hospital  Pharmacists,  the  National 
Cancer  Institute  and  FDC  Reports  Inc. 

It  also  contains  Medline®,  a 
bibliographic  database  produced  by  the 
National  Library  of  Medicine  which 
indexes  over  3,600  medical  journals,  and 
information  on  disease,  trauma,  drugs 
and  poison  available  from  Micromedex, 
Inc. 

• The  LEXPAT™  Service  contains  the  full- 
text  of  patent  and  trademark 
information  for  over  1.5  million  U.S. 
patents  issued  since  1975. 
Approximately  75,000  new  patents  are 
added  each  year — usually  within  four 
days  of  issue. 

MDC's  pricing  for  LEXIS  and  NEXIS  is 

based  on  the  following: 

• The  price  of  each  search  is  based  on  the 
value  and  amount  of  information  in  the 
file  or  group  of  files  accessed. 

• Average  prices  per  search  range  from 
$16  to  $41. 

• Connect  charges  (for  searching,  reading, 
scanning  or  printing  on-line)  are  $26  to 
$33/hour,  plus  telecommunications  costs 
($  13/hour).  Off-fine  printing  charges  on 
high-speed  printers  leased  to 
subscribers  are  2 cents  to  7 cents  (most 
are  2 cents)  per  fine. 

• Standard  monthly  subscription  rates  are 
$125  for  LEXIS  and  $50  for  NEXIS. 
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• A subscription  to  LEXIS  includes  access 
to  NEXIS. 

• Numerous  custom  pricing  plans  are 
available  based  on  hourly,  transactional 
and/or  flat-rate  monthly  charges. 

MDC  also  offers  other  network  services  as 

follows: 

•The  ECLIPSE™  feature  is  an  electronic 
clipping  service  that  automatically 
reports  new  materials  that  correspond  to 
a saved  search  request.  The  reports  can 
be  printed  daily,  business  days  only, 
weekly  or  monthly. 

• The  LEXDOC™  service  allows 
subscribers  to  order  copies  of  public 
records  documents  retrieved  from  any 
jurisdiction — state  or  local— in  the  U.S. 
Public  records  filed  in  Canada  and  the 
Virgin  Islands  are  also  available. 

• LEXIS™  Public  Records  Online  Service 
provides  on-line  access  to  information 
from  selected  states  about  real  and 
personal  property  assets,  Uniform 
Commercial  Code  (UCC)  hens,  secretary 
of  state  corporation  filings,  a verdicts 
and  settlements  library  and  court 
indices  and  dockets. 

• LEXIS®  Private  Database  Services  can 
provide  or  build  litigation  support  files, 
private  libraries  or  other  proprietary 
databases  for  law  firms  and 
corporations. 

• LEXIS®  EXPRESS™  and  NEXIS® 
EXPRESS™  provide  nonsubscibers  with 
search  and  retrieval  services. 

Documents  are  sent  via  facsmile 


transmission,  overnight  or  first-class 
mail. 

• LEXIS®  Document  Services  provides 
nationwide  access  to  searching  and  filing 
of  hardcopy  Uniform  Commercial  Code 
(UCC),  corporate,  tax  hen  and  judgment 
documents. 

New  products/services  introduced  in  1993 

include: 

• LegalVIEWS — An  infobase  technology 
package  that  allows  legal  professionals 
to  store  and  catalog  different  types  of 
legal  information  in  easy-to-access, 
uniform  infobase  files. 

• FREESTYLE™ — Enables  users  to  search 
the  databases  using  natural  language 
rather  than  boolean  logic. 

• FINDER® — A hbrary  of  current 
addresses,  phone  numbers  and 
demographic  data  on  1 1 1 million 
individuals  which  helps  attorneys  locate 
heirs,  witnesses  and  parties  in  legal 
actions. 

• TOPNWS  (Top  News) — A hbrary 
featuring  a maximum  of  two  weeks  of 
data  and  containing  information  from 
over  40  key  sources  of  worldwide  news 
available  on  the  NEXIS  service, 
including  three  new  wire  services — the 
Associated  Press  (AP)  Executive 
Morning  Briefing,  the  AP  International 
Service/WorldStream  and  the  AP  Onhne 
Service. 

• CAREER — A hbrary  for  graduating  law 
students  and  unemployed  attorneys  that 
provides  access  to  possible  job  leads. 
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• PUBCITE — Developed  by  AT&T 
EasyLink  Services  and  MDC,  it 
streamlines  information  retrieval, 
providing  the  full  text  of  selected  articles 
within  24-hours  via  AT&T  Mail. 

• EASY  SEARCH™ — A library  that 
contains  menus  and  screen  prompts  to 
assist  the  user  in  formulating  a search 
request. 

• In  March  1994,  the  Jurisoft  division  of 
MDC  announced  a new  service 
organization — the  Professional  Services 
Group.  This  group  offers  consulting 
services — Integrated  Solutions  and 
focuses  on  three  areas: 

- Legal  Information  Technology  Services 

- Legal  Practice  Management  Consulting 

- Training  and  Education  Services 

• In  September  1993,  MDC  introduced  the 
LEXIS  Faxline — a toll-free,  automated, 
fax-on-demand  system  which  provides 
immediate  access  to  documents  via 
touch-tone  telephone  and  fax  machine. 

Clients 

MDC's  services  are  used  by  lawyers, 
accountants,  financial  analysts, 
journalists,  public  relations,  marketing 
and  information  specialists  and  other 
professionals. 

Marketing  and  Sales 

MDC  serves  customers  in  more  than  50 
countries  and  has  over  50  sales  offices  in 
the  U.S.,  as  well  as  offices  in  London, 
Toronto  and  Zurich. 


Alliances 

In  March  1994,  MDC  announced  the 
formation  of  a joint  venture  with 
American  Lawyer  Media.  Lexis  Counsel 
Connect  combines  Counsel  Connect's 
communications-intensive  on-line  service 
with  MDC's  databases,  LEXIS  and 
NEXIS.  This  service  offers  court  decisions 
and  documents,  and  lawyers  can  discuss 
legal  developments  on-line. 

In  May  1993,  MDC  selected  NCR 
Corporation  as  its  business  partner  for 
three  initiatives: 

• To  assist  in  re-engineering  the 
LEXIS/NEXIS  services 

• To  manage  MDC's  internal  information 
systems  infrastructure  and  campus-wide 
network 

• To  facilitate  access  to  the  LEXIS/NEXIS 
on-line  services. 

Competition 

MDC's  major  competitors  by  service  area 
include  the  following: 

• LEXIS:  West  Publishing  Company 
(WESTLAW) 

• NEXIS:  Dow  Jones  News  Retrieval, 
DIALOG  Information  Services, 

VU/TEXT  and  BRS 

• LEXIS  Financial  Information  Service: 
Dow  Jones  News  Retrieval  and  Investext 
(Business  Research  Corporation) 
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INPUT  Assessment 

MDC's  major  strength  is  its  position  in  the 
legal  market  with  LEXIS.  The  company 
pioneered  the  field  of  computer-assisted 
legal  research  in  the  early  1970s.  The 
legal  profession,  currently  MDC's  largest 
market,  has  tripled  in  size  since  the 
introduction  of  the  LEXIS  service  in  1973. 

MDC  faces  the  challenge  of  being  more 
responsive  to  needs  of  customers  who  are 
rapidly  moving  to  full  automation  and 
integrating  their  own  technology. 

A possible  threat  to  MDC's  on-line  services 
business  is  the  growing  emphasis  on  the 
CD-ROM  technology  and  the  low-cost  PCs 
that  operate  the  CD-ROM. 


Parent  Company 

The  Mead  Corporation 
Courthouse  Plaza  Northeast 
Dayton,  OH  45463 
(513)  495-6323 

Mead  Data  Central,  Inc. 
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MDIS- 

Network  Services  & Support 


Contact  Information  for  U.K.  Network  Services: 

Steve  Cooper 
MDIS 

Boundary  Way 
Hemel  Hempstead 
Herts 

The  following  profile  outlines  the  services  and 
support  offered  by  MDIS  for  Network  Services  and 
Support. 

services@uk.mdis.com 
http://www.mdis.com/ 


HP2 7HU 

Phone: 

Fax: 

E-mail: 

Internet: 


Company  Background 

McDonnell  Information  Systems  (MDIS)  was  formed  in  1969.  After  a period,  where  it 
belonged  to  the  Mcdonnell  Douglas  Corporation,  the  company  was  subject  to  a management 
buy-out  in  1993.  The  company  was  floated  on  the  London  Stock  Exchange  in  March  1994. 

MDIS  has  1,800  employees  worldwide  of  which  1,200  are  in  the  U.K. 

In  1997,  MDIS  had  revenues  of  £54  million  of  which  £10  million  were  generated  by  network 
services  activities. 

Main  Activities 

MDIS’  main  activities  are  computer  services,  systems  integration  and  application  solutions. 
The  company  entered  the  network  services  market  in  1969. 
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Financial  Information 


Exhibit  1 


Exhibit  2 


MDIS  Revenues,  1997 


World-Wide  revenues 

Revenues 
(£  Million) 

Total 

100 

Network  Services 

20 

Source:  MDIS 


MDIS’  Employees 


Total 

World-wide 

1800 

U.K. 

1200 

Source:  MDIS 


Service  Offerings 

Exhibit  3 


MDIS’  Network  Management  and  Support  Capabilities 


Service  Type 

Proportion  of 
Business 

Competencies 

Network  Planning  & Design  Services 

10% 

H 

Network  Implementation  Services 

10% 

H 

Network  Support  Services 

60% 

H 

Network  Management  Services 

20% 

H 

Source:  MDIS 


Vertical  Markets 

MDIS  focuses  on  the  following  vertical  markets: 

• Local  government 

• Health 

• Finance 

• Police 

• Manufacturing 

• Retail 
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Exhibit  4 

MDIS’  Network  Services  Activities  by  Industry 


Vertical  Market 

% of  Revenues 

Finance 

10% 

Retail 

30% 

Utilities 

10% 

Communications 

20% 

Transport 

10% 

Business  Services 

10% 

Manufacturing 

10% 

Source:  MDIS 


Exhibit  5 


MDIS’  Reference  Customers 


Customer 

Service  Provided 

Project  Details 

Addenbrookes 

Hospital 

U.K. 

Consultancy,  Design, 
Installation,  support 
and  remote 
management. 

Installation  of  5000  Category  5 FDDI 
infrastructure,  configuration  of  switching 
architecture,  full  network  management. 

Great  Ormond  Street 
Hospital,  U.K. 

Design,  Installation, 
Support,  Network 
Management 

Infrastructure  installation  for  1200  outlets, 
hardware  and  components  for  800  users 
using  fiber  optic  cabling. 

Staffordshire 
Moorlands  District 
Council,  U.K. 

Consultancy,  Design, 
Installation,  Network 
Management, 

Support 

1000  user  category  5 cabling,  voice  and  data 
integration,  fiber  optic  backbone  and  a 
comprehensive  support  and  maintenance 
package. 

Uni-Labs,  U.K. 

Consultancy,  Design, 
Installation, 
Configuration, 
Support 

800  user  category  5 cabling  with  a fiber 
backbone,  managed  migration  and 
maintenance  and  support. 

Source:  MDIS 


Strategic  Positioning 

Special  Strengths 

MDIS  considers  the  following  points  to  be  its  main  differentiators  in  the  network  services 
market: 

• Comprehensive  coverage  of  the  U.K.  & Eire  with  17  full  function  regional  service 
centers 

• A superior  depth  of  experience  gained  in  over  29  years  in  the  IT  industry 
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Competition 

MDIS  considers  its  main  competitors  to  be: 

• ICL  Sorbus 

• Serna 

• Granada  Computer  Services  International 

• Workplace  Technology 
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Call  Center  Services 


For  Call  Center  Services  in  the  U.K.,  contact: 

MDIS 

Allen  Spencer 
Boundary  Way 
Hemel  Hempstead 

Hertfordshire  The  following  profile  outlines  the  services 

HP2  7HV  and  support  offered  by  MDIS  for 

Tel:  +44(0)1442  27  30  65  Call  Center  Services 

Fax:  +44(0)1442  25  81  49 

E-mail:  aspencer@uk.mdis.com 


Company  Background 

McDonnell  Information  Systems  Group  Pic  (MDIS)  has  been  in  the  business  of  delivering 
information  technology  solutions  since  1969.  In  the  past,  the  company  focus  was  on  building 
hardware,  operating  systems,  database  management  systems,  networks  and  programming 
languages. 

Today,  MDIS  provides  complete  systems  integration  based  on  effective  partnerships  and  a 
comprehensive  range  of  services  including  customer  services,  application  development,  facilities 
management  and  development  tools.  In  1996,  MDIS  group  revenues  were  £117  million 
employing  more  than  1800  people  world-wide. 

Call  Center  Solutions 

MDIS  entered  in  the  call  center  business  in  1984  providing  software  products  and  services.  In 
1989,  the  company  enlarged  its  capabilities  becoming  also  an  outsourcing  vendor.  In  1996, 
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MDIS  total  revenues  for  call  center  IT  software  and  services  activities  reach  £6  million  split  as 
follow: 

Exhibit  1 

MDIS  Call  Centers  IT  Software  and  Services,  1996 


Type 

% of  1996 
Revenues 

Professional  Services  / Consultancy 

40% 

Systems  Integration 

20% 

Systems  Operations 

10% 

Application  Management 

- 

Business  Operations 

20% 

Processing  Services 

- 

Application  Software  Products 

10% 

Source:  MDIS 

MDIS  major  clients  are  in  business  services,  healthcare,  local  government,  discrete 
manufacturing  and  financial  services. 

MDIS  call  center  offering  range  from: 

• Hotline  technical  service 

• Hotline  technical  support  to  first  line  fix 

• Auto-alert  to  third  parties 

• Helpdesk  support  services  for  system,  desktop  and  network  environment 

Exhibit  2 shows  MDIS  main  call  center  activities  by  service  components. 

Exhibit  2 


MDIS  Call  Centers  Major  Focus,  1997-2000 


1997 

2000 

Call  Collection/Processing 

Y 

4 

Calls  Routing/Reception 

Y 

4 

Field  Service  Support  and  Assistance 

Y 

5 

Debt  Chasing 

N 

1 

Complaints  Handling 

Y 

1 

Telemarketing 

Y 

3 

Telesales/Sales  tracking 

Y 

3 

Customer  Information  Services 

Y 

2 

Complete  Call  Center  Service 
Provision 

Y 

4 

Warranty  Registration 

Y 

4 

1 = low , 5 = high  Source:  MDIS 
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Operations  and  Structure 

MDIS  in  the  UK  has  seven  regional  call  center  locations.  The  company  plans  to  extend  its 
coverage  to  Europe  in  the  next  few  years  with  2 to  3 locations  outside  the  UK.  Within  the  UK, 
MDIS  has  multilingual  capabilities,  24  hour  and  365  days  operations. 

Exhibit  3 gives  an  overview  of  MDIS’  capabilities  in  the  UK. 


MDIS  Call  Center  Capabilities 
in  the  UK,  1997 


UK 

1997 

Total  number  of  locations 

7 

Average  number  of  agents 

46 

Total  volume  of  incoming  calls  per  annum 

475,000 

Average  response  time 

1 5 sec. 

7/7  days  a week 

Yes 

24h/24  capabilities 

Yes 

Multilingual  capabilities 

Yes 

Source:  MDIS 


Major  Strengths 

• Multilingual  capability 

• Regionally  based 

• Mission-critical  capability  (24h/24  and  7d/7)  provided  from  a network  of  nation-wide 
service  centers 

• Experienced  staff 

• Modern  technology  and  tools 

Company  Strategy  of  Development 

• Extend  the  coverage  to  Europe  (France,  Germany,  Italy,  Spain  and  Nordic  countries) 

• Grow  in  the  desktop  business 

• Implement  a corporate  call  handling  model 

• Front  end  focus  on  staff  and  tools 
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MDIS  North  America 


Chief  Operating  Officer:  Steve  Young 

5310  Beethovan  Street 

P.O.  Box  66924 

Los  Angeles,  CA  90066 

Phone:  (310)306-4000 

Fax:  (310)  578-5440 


Status:  Subsidiary 

Parent:  McDonnell  Information  Systems 

Employees:  250  (5/95) 

Revenue  (pro  forma):  $40,000,000* 

Fiscal  Year  End:  12/31/94 

‘INPUT  estimate 


Key  Points 

• MDIS  North  America  was  formed  in  February 
1995  to  oversee  the  U.S.,  Canadian,  Latin 
American  and  Far  Eastern  operations  of  the 
PRO-IV  application  development  and  Chess 
manufacturing  software  products  of  its  parent, 
McDonnell  Information  Systems  (MDIS). 

• fhe  Chess  product  line  was  acquired  by  MDIS  in 
October  1994  with  the  acquisition  of  Xerox 
Computer  Services  from  Xerox  Corporation. 


Company  Description 

MDIS  North  America  markets  and  supports  PRO- 
IV  application  development  software  and  Chess 
manufacturing  software  products  for  MDIS  in  the 
U.S.,  Canadian,  Latin  American  and  Far  Eastern 
markets. 

MDIS  North  America's  parent,  MDIS,  is  a global 
supplier  of  advanced  software  applications  and 
application  development  tools. 

• MDIS,  an  independent  British  information 
systems  company  with  annual  revenue  of 
approximately  $240  million,  employs 
approximately  2,000  people  and  has  operating 
subsidiaries  in  North  America,  Europe,  Australia, 
Japan  and  the  U.K. 
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• MDIS  produces  and  distributes  computer 
solutions  (open  systems  software  and  hardware 
products)  worldwide  and  provides  a range  of 
industry  specific  application  packages,  facilities 
management,  disaster  recovery  and  associated 
support  services  to  local  and  central 
governments,  libraries,  law  enforcement,  health 
care  organizations,  the  manufacturing  industry, 
financial  institutions  and  commerce.  The 
company  currently  has  more  than  270  package 
solutions  available,  with  tens  of  thousands  of 
users  worldwide. 

• MDIS  was  formerly  known  as  McDonnell 
Douglas  Information  Systems,  a subsidiary  of 
aerospace  company  McDonnell  Douglas 
Corporation,  and  was  the  subject  of  a 
management  buyout  led  by  Baring  Capital 
Investors  Ltd.  in  March  1993. 

Organization  and  Structure 

MDIS  North  America  is  headed  by  Steve  Young, 
who  had  been  serving  as  chief  operating  officer  for 
Chess — U.S.  Operations. 

• Mr.  Young  reports  to  Bill  Krehbiel,  CEO  of  the 
Chess  Business  Unit  for  MDIS. 

• The  formation  of  MDIS  North  America  did  not 
affect  the  international  operations  of  either  Chess 
or  PRO-IV.  The  U.K.  and  European  Chess 
groups  continue  to  distribute  and  support  Chess 
in  Europe  and  the  U.K.  In  addition,  the  PRO-IV 
Product  Development  team  continues  to  report  to 
the  Director  and  General  Manager  of  the  PRO-IV 
Business  Unit,  Mr.  John  Lowry. 

MDIS  North  America  is  headquartered  in  Los 
Angeles  (CA).  Additional  offices  are  in  Australia, 
the  Netherlands  and  the  U.K. 

Company  Strategy 

By  combining  North  American  sales,  marketing, 
support  and  administrative  functions,  customers 


will  have  the  benefit  of  increased  access  to 
technical  support  and  other  services. 

MDIS  expects  to  be  able  to  better  leverage  the 
sales  and  marketing  functions  by  having  both  the 
PRO-IV  and  Chess  sales  representatives  assist  each 
other  on  joint  opportunities  in  their  respective 
markets. 

Financials 

MDIS  North  America's  pro  forma  revenues  for 
1994  are  estimated  at  $40  million. 

It  is  anticipated  that  1995  revenue  will  reach  $50 
million. 

Revenue  Analysis  by  Product/Service 

Approximately  90%  of  MDIS  North  America's 
revenue  is  derived  from  Chess  products.  5%  from 
PRO-IV  products  and  the  remaining  5%  from 
education  and  training,  consulting  and  other 
professionals  support  services. 

Market  Financials 

The  PRO-IV  product  is  marketed  across  industries 
to  value-added  resellers  in  construction, 
telecommunications,  travel,  insurance,  banking, 
medical  and  other  vertical  markets. 

The  Chess  product  is  marketed  to  discrete, 
repetitive  and  engineered-to-order  manufacturers; 
job  shops;  and  wholesale  distribution  firms  ranging 
from  small,  single-site  organizations  to 
multinational  corporations. 

Geographic  Markets 

Approximately  80%  of  MDIS  North  America's 
1994  pro  forma  revenue  was  derived  from  the  U.S. 
and  Canada,  1 5%  from  the  Far  East  and  5%  from 
Latin  America. 

Acquisitions 

In  October  1994,  MDIS  acquired  the  Xerox 
Computer  Services  (XCS)  division  of  Xerox 
Corporation. 
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• XCS,  based  in  Los  Angeles  (CA),  marketed  and 
supported  the  Chess  family  of  enterprise-wide 
open  systems  software  products  for  the 
manufacturing,  distribution  and  financial 
applications  of  manufacturing  companies. 

• XCS  had  annual  revenue  of  approximately  $40 
million  and  200  employees  at  the  time  of  the 
acquisition. 

Employees 

MDIS  North  America  currently  has  approximately 

200  employees. 

The  parent  company's  (MDIS)  2,000  employees 

are  segmented  as  follows: 


Marketing 127 

Sales 620 

Customer  support 325 

Research  and  development 410 

General  and  administrative 448 


2,000 

Key  Products  and  Services 

MDIS  North  America  currently  markets  and 
supports  two  products — PRO-1  V and  Chess. 

Chess 

Chess  is  a lead  Enterprise  Resource  Planning 
(ERP)  open  manufacturing  planning  and  control 
system  used  by  discrete  and  repetitive 
manufacturers  to  more  effectively  use  their 
production  resources,  reducing  costs  and  time-to- 
market. 

• Hie  applications  were  written  using  the  PRO-IV 
application  development  system  and  are 
independent  of  database  and  operating  systems 
and  portable  across  multiple  platforms. 

• Chess  is  currently  available  for  DOS,  UNIX, 
SCO-UNIX,  Novell,  AIX,  VMS,  HP-UX,  Alpha 
OSF  and  DG/UX  operating  environments  and 
supports  HP  9000,  DEC  Alpha,  DEC  VAX,  DEC 
MicroVAX,  ICL/Fujitsu,  Data  General  AViiON. 


AT&T  GIS  (NCR)  3000,  IBM  RS/6000.  IBM  PC 
and  Sun  systems.  Version  3 of  Chess  is 
Microsoft  Windows  3. 1 compatible. 

• MDIS  North  America  is  a Complementary 
Software  House  for  DEC  and  a Premier 
Solutions  Provider  for  HP. 

Chess  modules/features  include  the  following: 

• Manufacturing  Management 

- Master  Production  Scheduling 

- Available-to-Promise  Visibility 

- Rough-Cut  Resource  Planning 

- Material  Requirements  Planning 

- Detail  Capacity  Planning 

- Multiple  Cycle  What-if  Analysis  Planning 

- Finite  or  Infinite  Capacity  Loading 

- Shop  Floor  Control 

- Load  Profile  Analysis 

- On-line  Dispatch  List 

- Discrete  Work  Orders 

- Repetitive  Production  Scheduling 

- Physical  Inventory  and  Cycle  Counting 

- Alternate  BOM  & Routing  Configurations 

- Date  Effectivity  Controls  for  BOM,  Routings 
and  Capacities 

- Bills  of  Material  Linked  to  Manufacturing 
Routings 

- Enterprise  Item  Master  and  Product  Catalog 

- Item  Planning  Parameters  by  Division 

- Automatic  Unit-of-Measure  Conversion 

- Lot  and  Serial  Number  Control 

• Distribution  Management 

- Multinational  Sales  Order  Entry 

- Flexible  Table  Driven  Pricing  & Discounting 

- Features  & Options  Configurator 

- Sales  Analysis 

- Sales  Quotations 

- Multi-Location  Customer  Profile 

- Integrated  Forecasting 

- Purchase  Orders 

- JIT  Receiving 

- Return-to-Vendor  Processing 
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- Blanket  Orders 

- Purchase  Requisitions 

- Vendor  RFQs  and  Quotations 

- Multi-Location  Vendor  Profile 

- Contract  Purchase  Order  Releases 

- Automated  Vendor  Allocations 

• Financial  Management 

- Financial  Integration  Management 

- Automatic  Journal  Entry  Generation 

- General  Ledger 

- Multi  Company/Division 

- Multiple  Currencies 

- Budgets  and  Outlooks 

- Financial  Report  Writer 

- Integrated  Sales  Order  Billing 

- Accounts  Receivable 

- Automatic  Credit  Checking 

- Accounts  Payable 

- JIT  Pay  on  Receipt 

- Deferred  Vouchering 

- Standard  or  Average  Costing 

- Multilevel  Cost  Roll-up 

• Technical 

- The  Enternal  Interface  Facility  permits 
integration  with  various  third-party  products 
for  electronic  data  interchange,  office 
automation,  computer-integrated 
manufacturing,  electronic  funds  tranfer,  factory 
data  collection  and  PC  applications. 

- User  View  is  a data  reporting  tool  for  creating 
on-line  inquiries  or  printed  reports  using  data 
from  any  Chess  applications. 

Pricing  depends  on  the  platform  and  modules 
chosen.  Manufacturing  Management  products 
range  in  price  from  $25,000  to  $150,000. 
Distribution  Management  products  range  in  price 
from  $15,000  to  $100,000.  Financial  Management 
products  range  from  $5,000  to  $50,000. 

There  are  currently  more  than  200  Chess  customers 
worldwide. 


Support  services  provided  for  Chess  include  the 
following: 

• Telephone  support  (via  800  lines)  is  provided  for 
customer  questions  and  problems. 

• Ongoing  training  courses  are  available  at  the 
MDIS  North  America  headquarters  and  in  four 
regional  offices  for  $250  a day.  On-site  training 
is  also  available  for  $1,000  a day.  Training  can 
be  targeted  to  executive,  middle  management, 
users  or  systems  or  operations  personnel. 

• Project  planning,  implementation,  customization 
and  consulting  services  are  also  available. 

PRO-IV 

PRO-IV  is  an  enterprise  rapid  application 
development  (RAD)  system  used  by  value-added 
resellers  to  create  mission  critical  applications  for  a 
variety  of  markets,  including  banking,  insurance, 
distribution,  government,  library  systems  and 
manufacturing. 

PRO-IV  runs  on  IBM  9370,  4300  and  30,\x  systems 
under  VSE,  MVS,  CICS. 

There  are  currently  more  than  1,500  PRO-IV 
installations  worldwide. 

Clients 

A sample  of  MDIS  North  America  clients  (by 
product  line)  follows: 

Chess  Avery- Dennision,  Caterpillar,  Carrier 
Corp.,  Eaton  Corp.,  Hughes  Aircraft,  Keystone 
Valve,  New  Venture  Gear,  Niagara  Envelope,  Otis 
Elevator  Co.,  Teledyne  Advanced  Materials  and 
Thomas  Industries. 

PRO-IV — CSC  Intelicom,  Health  Care  Data 
Services,  Insurers  Computer  Services,  Kawasaki 
Motors-USA,  OmniVision,  Paragon,  Price- 
Waterhouse  and  Wall  Street  Systems. 
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Marketing  and  Sales 

MDIS  North  America  markets  and  supports  the 
PRO-IV  and  Chess  products  in  the  U.S.,  Canada, 
Latin  America  and  the  Far  East  through  a direct 
sales  force  operating  out  of  offices  in  Los  Angeles 
and  distributors  in  Latin  America  and  the  Far  East. 

The  PRO-IV  and  Chess  products  are  marketed  in 
other  geographic  markets  through  MDIS. 

Alliances 

MDIS  North  America  has  a range  of 
alliances/marketing  agreements/partnerships  with 
Sybase,  Microsoft,  Sun,  DEC,  IBM,  HP,  Data 
General,  Oracle,  Radley  (Automotive),  Garg  Data 
International  (Software  Services)  and  Intelligent 
Query  (IQ). 

Competitors 

The  major  competitors  for  the  Chess  product 
include  System  Software  Associates,  Computer 
Associates,  qad.inc,  SAP  America  and  Baan 
International. 

The  major  competitors  of  the  PRO-IV  product  are 
Progress,  PowerBuilder,  Antares,  Huron  and 
Synon. 

Assessment 

MDIS  North  America's  strengths  include: 

• Solid  history  of  providing  technology  solutions 
to  industry 

• International  presence  with  service  and  support 

• Growth  based  on  customer's  business  success 
using  the  company's  products 

Challenges  over  the  coming  year  include: 

• Integration  of  new  technologies — GUI  and 
client/server — into  existing  customer  base 

• Ability  to  manage  anticipated  revenue  growth 
from  new  corporate  emphasis  on  the  U.S.  market 


• Expansion  into  new  global  territories,  including 
China  and  India 


Parent  Company 

McDonnell  Information  Systems 
Marylands  Park  South  Boundary  Way 
Hemel  Hempstead 
Herts.  HP2  7HU 
U.K. 

Phone:  44  442  232  424 
Fax:  44  442  564  54 
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MEAD  DATA  CENTRAL,  INC. 


9393  Springboro  Pike 
P.O.  Box  933 


Acting  President:  Rodney  L.  Everhart 

Status:  Wholly  Owned  Subsidiary 


Dayton,  OH  45401-9964 
Phone:  (513)865-6800 
Fax:  (513)865-6937 


Parent:  1 

Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


The  Mead  Corporation 
;:  4,094 

$494,800,000 
12/31/92 


Key  Points 


Mead  Data  Central,  Inc.  (MDC)  is  one  of  the  leading  U.S.  network 
services  companies,  and  the  one  the  top  five  to  offer  legal 
information  in  addition  to  news  and  business  information  services. 

MDC  pioneered  the  field  of  computer-assisted  legal  research  in  the 
early  1970s.  The  legal  profession,  currently  MDC's  largest  market, 
has  tripled  in  size  since  the  introduction  of  the  LEXIS  service  in 


MDC  believes  that  continued  success  depends,  in  part,  on 
establishing  an  early  preference  for  computer-assisted  research 
among  law  students.  MDC  has  invested  in  upgrading  workstations  at 
the  nation's  law  schools  and  providing  easier  access  to  LEXIS  for 
faculty  and  students. 

MDC  has  spent  the  past  several  years,  mostly  in  the  late  1980s  to  the 
present,  trying  to  diversify  the  markets  that  it  services  in  the  news 
and  business  information  area. 

In  December  1992,  MDC  made  what  was  called  a long-term 
strategic  acquisition  with  the  purchase  of  Folio,  a publisher  of  text 
retrieval  software. 


1973. 
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Company 

Description 

MDC  currently  provides  a series  of  on-line  data  base  electronic 
information  services  to  over  320,000  users  worldwide.  The  company's 
primary  offerings  include  LEXISR  and  NEXISR,  the  world's  leading 
full-text,  on-line  legal,  news,  and  business  information  services. 

MDC  services  are  used  by  lawyers,  accountants,  financial  analysts, 
journalists,  librarians,  and  other  professionals. 

MDC  began  as  the  Data  Corporation,  a computer  software  company 
acquired  by  Mead  in  1969.  MDC  was  made  a separate  division  in  1970, 
and  incorporated  as  a subsidiary  in  1985. 

MDC's  parent,  Mead  Corporation,  is  a Dayton-based  $4.6  billion 
manufacturer  of  paper,  packaging,  paperboard,  and  school  and  office 
products. 

Company 

Organization 

MDC  has  the  following  subsidiaries  and  divisions: 

• LEXIS  Document  Services  (acquired  as  Illinois  Code  Company  in 
January  1988)  is  based  in  Springfield  (IL),  and  provides  a nationwide 
manual  filing,  retrieval,  and  search  service  for  hardcopy  public 
corporate  documents,  such  as  Uniform  Commercial  Code  liens, 
incorporation  records,  and  tax  liens  filed  in  any  U.S.  state  or  country. 

• The  Michie  Company,  with  headquarters  in  Charlottesville  (VA), 
was  acquired  in  December  1988.  A division  of  MDC,  Michie  is  a 
legal  publisher  of  regulatory  materials,  treatises,  state  statutes,  and 
other  legal  reference  material  in  books  and  CD  ROM. 

• Jurisoft,  based  in  Cambridge  (MA),  was  acquired  in  February  1989. 
A division  of  MDC,  Jurisoft  develops  and  markets  legal  software, 
including  the  CheckCite™,  CiteRite  II™,  Full  Authority™,  and 
CompareRite™  packages. 

• Folio  Corporation,  based  in  Provo  (UT),  was  acquired  in  December 
1992.  A wholly  owned  subsidiary  of  MDC,  Folio  develops  and 
markets  information  retrieval  software,  including  Folio  VIEWSR  and 
Folio  MAILBAGR,  for  use  on  PCs,  LANs,  and  as  a CD  ROM 
platform. 

Financials 

MDC's  1992  revenue  reached  $494.8  million,  a 5%  increase  over  1991 
revenue  of  $469.5  million.  Earnings  before  taxes  reached  $45.9  million, 
compared  to  $41.5  million  for  1991.  A five-year  financial  summary 
follows: 
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FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

1992 

1991 

1990 

1989 

1988 

Revenue 

$494.8 

$469.5 

$440.1 

$401.5 

$307.8 

• Percent  increase 
from  previous  year 

5% 

7% 

10% 

30% 

33% 

Earnings  before 
taxes 

• Percent  increase 

$45.9 

$41.5 

$27.8 

$36.9 

$34.2 

from  previous  year 

11% 

49% 

25% 

8% 

34% 

The  rate  of  revenue  growth  slowed  over  previous  years  due  to  lower 
levels  of  activity  in  some  of  its  customer  base  and  the  divestiture  of  its 
Dataline  subsidiary  in  July  1990. 

Earnings  before  taxes  have  increased  over  the  past  several  years  due  to 
investments  in  quality  enhancement  projects  and  tighter  cost  control 
measures. 


Acquisitions/  In  December  1992,  MDC  acquired  Folio  Corporation  of  Provo  (UT). 

Divestitures  MDC  has  held  a 10%  stake  in  Folio  since  1988.  Terms  of  the 

acquisition  were  not  disclosed. 

• Folio,  with  approximately  60  employees  and  annual  revenues 
between  $5  million  and  $10  million,  publishes  text  retrieval  software 
for  personal  computers. 

• Folio  has  more  than  80  commercial  publishers  that  layer  Folio's 
software  over  a variety  of  published  products. 

• Folio  now  operates  as  a wholly  owned  subsidiary  of  MDC. 

Divestitures  made  by  MDC  include  the  following: 

• In  January  1992,  MDC  sold  its  Micromedex,  Inc.  subsidiary  to 
Thomson  Information/Publishing.  Micromedex,  based  in  Denver 
(CO),  provides  medical  information  on  CD  ROM.  Micromedex 
provides  information  on  over-the-counter,  foreign,  and 
investigational  drugs,  and  information  for  emergency  room  diagnosis 
and  treatment. 

• In  July  1990,  MDC  sold  its  Dataline  Inc.  subsidiary  to  Star  Data 
Systems,  Inc.  of  Markham  (Ontario,  Canada).  Dataline,  based  in 
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Key  Products 
Services 


Toronto  (Canada),  is  a Canadian  financial  information  services 
company  providing  real-time  Canadian  and  U.S.  stock  market 
quotations  and  other  financial  information  to  the  investment, 
brokerage,  and  banking  industries. 


Major  competitors  by  service  area  include  the  following: 

• LEXIS:  West  Publishing  Company  (WESTLAW) 

• NEXIS:  Dow  Jones  News  Retrieval,  DIALOG  Information 
Services,  VU/TEXT,  and  BRS 

• LEXIS  Financial  Information  Service:  Dow  Jones  News  Retrieval, 
and  Investext  (Business  Research  Corporation) 

For  its  LEXPAT  service,  MDC  has  no  direct  competition  since  no 
other  company  supplies  full  text  on  patents. 


and  INPUT  estimates  that  90%  of  MDC's  total  revenue  is  derived  from  on- 
line electronic  information  services,  CD  ROM  information  services, 
software  products,  and  manual  search  and  retrieval  services,  and  the 
remaining  10%  from  legal  publications. 

There  are  4,692  data  bases  between  the  LEXIS  and  NEXIS  services, 
and  more  than  343  billion  characters.  About  650,000  documents  are 
added  each  week  to  the  more  than  188  million  on  line. 

LEXIS,  introduced  in  1973,  is  a computer-assisted  legal  research 
service.  It  contains  major  archives  of  federal  and  state  case  law,  codes, 
and  regulations. 

• The  LEXIS  service  also  has  45  specialized  libraries  covering  virtually 
every  field  of  practice,  including  tax,  securities,  banking, 
environmental,  and  insurance. 

• The  service  contains  libraries  of  English  and  French  law,  and  other 
legal  materials  from  Australia,  New  Zealand,  Ireland,  and  Scotland. 

• LEXIS  has  Shepard's  (Shepard's/McGraw-Hill)  and  Auto-Cite 
(VERALEX  INC.)  citation  services,  plus  its  own  LEXCITE  feature. 

• A subscriber  to  the  LEXIS  service  also  receives  NEXIS  and  its 
related  services. 
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NEXIS,  introduced  in  1979,  is  a full-text  news  and  business  information 

service  with  more  than  1,000  full-text  sources  on  line. 

• News  sources  include  The  New  York  Times,  The  Washington  Post,  Los 
Angeles  Times,  Business  Week,  Fortune,  The  Economist,  and  the  news 
services  TASS,  Agence  France/Presse,  Kyodo,  Deutsch  Press 
Agency,  Xinhua,  AP,  UPI,  and  Reuters. 

• In  addition,  the  NEXIS  service  contains  more  than  2,000  sources  of 
abstracts,  including  The  Wall  Street  Journal. 

■ Broadcast  transcripts  available  on  line  include  CNN,  National  Public 
Radio  news,  MacNeil-Lehrer  News  Hour,  ABC-TV  news,  and 
official  Kremlin  International  News  Broadcasts. 

• The  service  is  used  by  a range  of  professionals  in  corporations, 
investment  banks,  public  relations  and  advertising  agencies,  law 
firms,  libraries,  and  the  news  departments  of  print  and  electronic 
media. 

The  following  services  are  provided  with  a subscription  to  the  NEXIS 

service: 

• The  LEXISR  Financial  Information™  service  (formerly  the 
EXCHANGE)  provides  U.S.  and  international  business  and 
financial  news,  SEC  filings,  brokerage  house  research  reports  from 
the  INVESTEXTR  data  base,  private  company  market  share 
information,  and  real-time  stock  quotes. 

• The  LEXISR  Country  Information™  service  contains  international 
news  and  country  analysis  reports  by  country,  region,  and  topic.  It 
also  offers  the  ALERT  library,  which  carries  news  updated  every 
three  hours.  International  files  can  be  searched  all  at  once, 
individually,  or  by  the  following  regions:  Asia/Pacific,  East  Europe, 
Europe,  North/South  America,  and  Middle  East/Africa. 

• The  Associated  Press  Political  service  (APOLIT)  contains 
information  on  elections,  political  issues,  polls,  and  candidates. 

• The  National  Automated  Accounting  Research  System  (NAARS) 
service  provides  accounting  materials,  including  proxy  statements, 
annual  reports  of  public  corporations  and  government  entities,  and 
reports  of  the  American  Institute  of  Certified  Public  Accountants. 

• The  MEDISR  service  offers  the  full  text  of  more  than  40  current 
medical  journals  and  textbooks.  It  also  contains  Medline,  a 
bibliographic  data  base  produced  by  the  National  Library  of 
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Medicine,  and  various  libraries  with  medical,  drug  and  poison, 
pharmaceutical,  cancer,  and  health  care  administration  information. 

• The  LEXPATR  service  contains  the  full  text  of  patent  and  trademark 
information  for  more  than  one  million  U.S.  patents  issued  since 
1975.  About  75,000  new  patents  are  added  each  year,  usually  within 
four  days  of  issue. 

MDC's  pricing  for  LEXIS  and  NEXIS  is  based  on  the  following: 

• The  price  of  each  search  is  based  on  the  value  and  amount  of 
information  in  the  file  or  group  of  files  accessed. 

• Average  prices  per  search  range  from  $7  to  $50. 

• Connect  charges  (for  searching,  reading,  scanning,  or  printing  on- 
line) are  $26  to  $33/hour,  plus  telecommunications  costs 
($13/hour).  Off-line  printing  on  high-speed  printers  leased  to 
subscribers  is  2.5  cents  per  line. 

• Standard  monthly  subscription  rates  are  $125  for  LEXIS  and  $50  for 
NEXIS. 

• A subscription  to  LEXIS  includes  access  to  NEXIS. 

• Numerous  custom  pricing  plans  are  available  based  on  hourly 
and/or  transactional  charges. 

Other  MDC  network  services  include  the  following: 

• ECLIPSE™  is  an  electronic  clipping  service  that  automatically 
reports  new  materials  that  correspond  to  a saved  search  request. 

The  reports  can  be  printed  daily,  business  days  only,  weekly,  or 
monthly. 

• LEXIS  Private  Database  Services  can  provide  or  build  litigation 
support  files,  private  libraries,  or  other  proprietary  data  bases  for 
law  firms  and  corporations. 

• The  PAYBACK™  service  allows  customers  to  gain  access  to  their 
use  information  on  a weekly  basis  in  a private  and  secure  file  on  line 
or  through  magnetic  tape.  An  on-line  cost  estimate  feature  provides 
estimated  search  session  charges. 

• NEXIS  Express™  (formerly  DialSearch)  provides  search  and 
retrieval  services  on  the  NEXIS  service  for  non-subscribers. 

Payment  can  be  made  using  major  credit  cards,  and  documents  can 
be  sent  via  facsimile  transmission,  overnight,  or  first-class  mail. 
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MDC  makes  its  services  available  to  subscribers  through  nearly  any  PC, 
microcomputer,  or  terminal,  including  those  manufactured  by  IBM, 
Apple,  Dell,  AT&T,  Wang,  and  DEC.  Communications  software  for 
microcomputers  is  priced  at  $50  for  the  first  copy  and  $25  for 
subsequent  copies.  Volume  discounts  are  available. 

MDC  also  offers  an  instructional  program  for  its  LEXIS  and  NEXIS 
subscribers.  For  NEXIS,  the  training  is  free.  For  LEXIS,  the  training 
is  priced  at  $75  per  professional  for  unlimited  initial  or  advanced 
training.  The  maximum  one-time  instruction  charge  that  could  be 
incurred  by  a subscribing  firm  is  $2,250.  Any  additional  training  would 
be  at  no  cost. 

MDC  leases  terminals  and  on-line  or  off-line  printers  to  customers  who 
do  not  have  their  own  equipment.  In  addition  to  monthly  fees,  one- 
time charges  for  shipping,  handling,  and  installation  of  leased 
equipment  vary  from  $50  to  $200. 

MDC's  electronic  information  services  are  available  virtually  24  hours  a 
day,  except  for  the  periods  of  2:00  a.m.  to  2:05  a.m.  EST,  Monday 
through  Friday  and  2:00  a.m.  to  10:00  a.m.  Sunday. 

Industry  Markets 

MDC  derives  its  revenue  from  a wide  variety  of  subscribers,  including 
law  firms  and  law  schools,  corporations,  government  agencies,  courts, 
publishers,  journalists,  broadcasters,  accountants,  financial  analysts, 
librarians  and  other  professionals. 

Geographic 

Markets 

MDC  serves  customers  in  50  countries  and  has  50  sales  and  training 
offices  in  North  America.  Additional  offices  are  located  in  Toronto, 
London,  and  Zurich. 

Computer 

Hardware 

MDC's  computer  center,  located  in  Dayton,  is  connected  by  70,000 
miles  of  leased  high-speed  circuits  to  thousands  of  subscribers' 
terminals  and  computers  via  MeadNetR,  the  company's  private 
telecommunications  network  owned  and  operated  by  MDC.  Other 
commercial  networks,  such  as  SprintNet  and  TYMNET,  can  also  be 
used. 

MDC  is  migrating  its  computer  operations  from  a mainframe 
environment  to  UNIX  platforms  provided  by  Hewlett-Packard,  Sun 
Microsystems,  and  NCR. 
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MEAD  DATA  CENTRAL,  INC. 

9393  Springboro  Pike 
P.O.  Box  933 
Dayton,  OH  45401-9964 
(513)  865-6800 


Jack  W.  Simpson,  President 
Wholly  Owned  Subsidiary  of  The 
Mead  Corporation 
Total  Employees:  4,089 
Total  Revenue,  Fiscal  Year  End 
12/31/91:  $469,500,000 


The  Company  Mead  Data  Central,  Inc.  (MDC)  currently  provides  a series  of  on- 

line data  base  electronic  information  services  to  over  320,000  users 
worldwide.  The  company's  primary  offerings  include  LEXISR  and 
NEXISR,  the  world's  leading  full-text,  on-line  legal,  news,  and 
business  information  services. 

• MDC  began  as  the  Data  Corporation,  a computer  software 
company  acquired  by  Mead  in  1969.  MDC  was  made  a separate 
division  in  1970,  and  incorporated  as  a subsidiary  in  1985. 

• MDC  services  are  used  by  lawyers,  accountants,  financial 
analysts,  journalists,  librarians,  and  other  professionals. 

MDC's  1991  revenue  was  $469.5  million,  nearly  a 7%  increase  over 
1990  revenue  of  $440.1  million.  Earnings  before  taxes  reached 
$41.5  million,  compared  to  $27.8  million  for  1990.  A five-year 
financial  summary  follows: 


MEAD  DATA  CENTRAL,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

1991 

1990 

1989 

1988 

1987 

CAGR 

Revenue 

$469.5 

$440.1 

$401.5 

$307.8 

$231 .2 

19% 

• Percent  increase 
from  previous  year 

7% 

10% 

30% 

33% 

23% 

Earnings  before 
taxes 

$41.5 

$27.8 

$36.9 

$34.2 

$25.5 

13% 

■ Percent  increase 
from  previous  year 

49% 

25% 

8% 

34% 

31% 
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The  rate  of  revenue  growth  slowed  over  previous  years  due  to  lower 

levels  of  activity  in  some  of  its  customer  base  and  the  divestiture  of 

its  Dataline  subsidiary  in  July  1990. 

• Earnings  before  taxes  were  30%  higher  than  a year  ago, 
excluding  the  impact  of  special  items  in  both  years.  Prior  year 
investments  in  quality  enhancement  projects  began  to  pay  off,  as 
did  tighter  cost  control  measures. 

Divestitures  made  by  MDC  include  the  following: 

• In  January  1992,  MDC  sold  its  Micromedex,  Inc.  subsidiary  to 
Thomson  Information/Publishing.  Micromedex,  based  in 
Denver  (CO),  provides  medical  information  on  CD  ROM. 
Micromedex  provides  information  on  over-the-counter,  foreign, 
and  investigational  drugs;  and  information  for  emergency  room 
diagnosis  and  treatment. 

■ In  July  1990,  MDC  sold  its  Dataline  Inc.  subsidiary  to  Star  Data 
Systems,  Inc.  of  Markham  (Ontario,  Canada).  Dataline,  based  in 
Toronto  (Canada),  is  a Canadian  financial  information  services 
company  providing  real-time  Canadian  and  U.S.  stock  market 
quotations  and  other  financial  information  to  the  investment, 
brokerage,  and  banking  industries. 

MDC  has  the  following  subsidiaries  and  divisions: 

• Illinois  Code  Company,  based  in  Springfield  (IL),  was  acquired 
in  January  1988.  Illinois  Code  Company  provides  the  LEXIS 
Document  Service,  a nationwide  manual  filing,  retrieval,  and 
search  service  for  hardcopy  public  corporate  documents,  such  as 
Uniform  Commercial  Code  liens,  incorporation  records,  and  tax 
liens  filed  in  any  U.S.  state  or  country. 

• The  Michie  Company,  with  headquarters  in  Charlottesville  (VA), 
was  acquired  in  December  1988.  A division  of  MDC,  Michie  is  a 
legal  publisher  of  regulatory  materials,  treatises,  state  statutes, 
and  other  legal  reference  material  in  books  and  CD  ROM. 

• Jurisoft,  based  in  Cambridge  (MA),  was  acquired  in  February 
1989.  A division  of  MDC,  Jurisoft  develops  and  markets  legal 
software,  including  the  CheckCite™,  CiteRite  II™,  Full 
Authority™,  and  CompareRite™  packages. 

Major  competitors  by  service  area  include  the  following: 

• LEXIS:  West  Publishing  Company  (WESTLAW) 
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Key  Products  and 
Services 


• LEXPAT:  No  other  company  supplies  full  text  on  patents 

• NEXIS:  Dow  Jones  News  Retrieval,  DIALOG  Information 
Services,  VU/TEXT,  and  BRS 

• LEXIS  Financial  Information  Service:  Dow  Jones  News 
Retrieval,  and  Investext  (Business  Research  Corporation) 


INPUT  estimates  that  90%  of  MDC's  total  revenue  is  derived  from 
on-line  electronic  information  services,  CD  ROM  information 
services,  software  products,  and  manual  search  and  retrieval 
services,  and  the  remaining  10%  from  legal  publications. 

There  are  4,184  data  bases  between  the  LEXIS  and  NEXIS  services 
and  more  than  342  billion  characters.  About  one  million  documents 
are  added  each  week  to  the  more  than  164  million  on-line. 

LEXIS,  introduced  in  1973,  is  a computer-assisted  legal  research 
service.  It  contains  major  archives  of  federal  and  state  case  law, 
codes,  and  regulations. 

• The  LEXIS  service  also  has  36  specialized  libraries  covering 
virtually  every  field  of  practice,  including  tax,  securities,  banking, 
environmental,  and  insurance. 

• The  service  contains  libraries  of  English  and  French  law,  and 
other  legal  materials  from  Australia,  New  Zealand,  Ireland,  and 
Scotland. 

• LEXIS  has  Shepard's  (Shepard's/McGraw-Hill)  and  Auto-Cite 
(VERALEX  INC.)  citation  services,  plus  its  own  LEXCITE 
feature. 

• A subscriber  to  the  LEXIS  service  also  receives  NEXIS  and  its 
related  services. 

NEXIS,  introduced  in  1979,  is  a full-text  news  and  business 
information  service  with  more  than  750  full-text  sources  on-line. 

• News  sources  include  The  New  York  Times.  The  Washington 
Post.  Los  Angeles  Times.  Business  Week.  Fortune.  The 
Economist,  and  the  news  services  TASS,  Agence  France/Presse, 
Kyodo,  Deutsch  Press  Agency,  Xinhua,  AP,  UPI,  and  Reuters. 

• In  addition,  the  NEXIS  service  contains  more  than  2,000  sources 
of  abstracts,  including  The  Wall  Street  Journal. 
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• The  service  is  used  by  a range  of  professionals  in  corporations, 
investment  banks,  public  relations  and  advertising  agencies,  law 
firms,  libraries,  and  the  news  departments  of  print  and  electronic 
media. 

The  following  services  are  provided  with  a subscription  to  the 

NEXIS  service: 

• The  LEXISR  Financial  Information™  service  (formerly  the 
EXCHANGE)  provides  U.S.  and  international  business  and 
financial  news,  SEC  filings,  brokerage  house  research  reports 
from  the  INVESTEXTR  data  base,  private  company  market 
share  information,  and  real-time  stock  quotes. 

• The  LEXISR  Country  Information™  service  contains 
international  news  and  country  analysis  reports  by  country, 
region,  and  topic.  It  also  offers  the  ALERT  library,  which  carries 
news  updated  every  three  hours.  International  files  can  be 
searched  all  at  once,  individually,  or  by  the  following  regions: 
Asia/Pacific,  East  Europe,  Europe,  North/South  America,  and 
Middle  East/Africa. 

• The  Associated  Press  Political  service  (APOLIT)  contains 
information  on  elections,  political  issues,  polls,  and  candidates. 

• The  National  Automated  Accounting  Research  System 
(NAARS)  service  provides  accounting  materials,  including  proxy 
statements,  annual  reports  of  public  corporations  and 
government  entities,  and  reports  of  the  American  Institute  of 
Certified  Public  Accountants. 

• The  MED1SR  service  offers  the  full  text  of  more  than  40  current 
medical  journals  and  textbooks.  It  also  contains  Medline,  a 
bibliographic  data  base  produced  by  the  National  Library  of 
Medicine,  and  various  libraries  with  medical,  drug  and  poison, 
pharmaceutical,  cancer,  and  health  care  administration 
information. 

• The  LEXPATR  service  contains  the  full  text  of  patent  and 
trademark  information  for  more  than  one  million  U.S.  patents 
issued  since  1975.  About  75,000  new  patents  are  added  each 
year,  usually  within  four  days  of  issue. 

MDC's  pricing  for  LEXIS  and  NEXIS  is  based  on  the  following: 

• The  price  of  each  search  is  based  on  the  value  and  amount  of 
information  in  the  file  or  group  of  files  accessed. 
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• Average  prices  per  search  range  from  $7  to  $50. 

• Connect  charges  (for  searching,  reading,  scanning,  or  printing  on- 
line) are  $22/hour,  plus  telecommunications  costs  ($13/hour). 
Off-line  printing  on  high-speed  printers  leased  to  subscribers  is 
2.5  cents  per  line. 

• Monthly  subscription  rates  are  $125  for  LEXIS  and  $50  for 
NEXIS. 

• Numerous  custom  pricing  plans  are  available  based  on  hourly 
and/or  transactional  charges. 

Other  MDC  network  services  include  the  following: 

• ECLIPSE™  is  an  electronic  clipping  service  that  automatically 
reports  new  materials  that  correspond  to  a saved  search  request. 
The  reports  can  be  printed  daily,  business  days  only,  weekly,  or 
monthly. 

• LEXIS  Private  Database  Services  can  provide  or  build  litigation 
support  files,  private  libraries,  or  other  proprietary  data  bases  for 
law  firms  and  corporations. 

• The  PAYBACK™  service  allows  customers  to  gain  access  to 
their  use  information  on  a weekly  basis  in  a private  and  secure 
file  on-line  or  through  magnetic  tape. 

• NEXIS  Express™  (formerly  DialSearch)  provides  search  and 
retrieval  services  on  the  NEXIS  service  for  non-subscribers. 
Payment  can  be  made  using  major  credit  cards,  and  documents 
can  be  sent  via  facsimile  transmission,  overnight,  or  first-class 
mail. 

MDC  makes  its  services  available  to  subscribers  through  nearly  any 
PC,  microcomputer,  or  terminal,  including  those  manufactured  by 
IBM,  Apple,  Dell,  AT&T,  Wang,  and  DEC.  Communications 
software  for  the  microcomputers  is  priced  at  $50  for  the  first  copy 
and  $25  for  subsequent  copies.  Volume  discounts  are  available. 

MDC  also  offers  an  instructional  program  for  its  LEXIS  and 
NEXIS  subscribers.  For  NEXIS,  the  training  is  free.  For  LEXIS, 
the  training  is  priced  at  $75  per  professional  for  unlimited  initial  or 
advanced  training.  The  maximum  one-time  instruction  charge  that 
could  be  incurred  by  a subscribing  firm  is  $2,250.  Any  additional 
training  would  be  at  no  cost. 
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Industry  Markets 


Geographic 

Markets 


Computer 

Hardware 


MDC  leases  terminals  and  on-line  or  off-line  printers  to  customers 
who  do  not  have  their  own  equipment.  In  addition  to  monthly  fees, 
one-time  charges  for  shipping,  handling,  and  installation  of  leased 
equipment  vary  from  $50  to  $200. 

MDC's  electronic  information  services  are  available  virtually  24 
hours  a day,  except  for  the  periods  of  2:00  a.m.  to  2:05  a.m.  EST 
Monday  through  Friday  and  2:00  a.m.  to  10:00  a.m.  Sunday. 


MDC  derives  its  revenue  from  a wide  variety  of  subscribers, 
including  law  firms  and  law  schools,  corporations,  government 
agencies  and  courts,  publishers,  journalists,  broadcasters, 
accountants,  financial  analysts,  librarians  and  other  professionals. 


MDC  serves  customers  in  50  countries  and  has  50  sales  and  training 
offices  in  North  America.  Additional  offices  are  located  in  Toronto, 
London,  and  Zurich. 


MDC's  computer  center,  located  in  Dayton,  is  connected  by  70,000 
miles  of  leased  high-speed  circuits  to  thousands  of  subscribers' 
terminals  and  computers  via  MeadNetR,  the  company's  private 
telecommunications  network  owned  and  operated  by  MDC.  Other 
commercial  networks,  such  as  SprintNet  and  TYMNET,  can  also  be 
used. 
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MEAD  DATA  CENTRAL,  INC. 

9393  Springboro  Pike 
P.O.  Box  933 
Dayton,  OH  45401 
(513)  865-6800 


Jack  W.  Simpson,  President 

Wholly  Owned  Subsidiary  of  The  Mead 

Corporation 

Total  Employees:  3,400 
Total  Revenue,  Fiscal  Year  End 
12/31/89:  $401,500,000 


The  Company  Mead  Data  Central,  Inc.  (MDC)  currently  provides  a series  of  on- 

line data  base  electronic  information  services  to  over  230,000  users 
worldwide.  The  company's  primary  offerings  include  LEXISR  and 
NEXISr,  the  world's  leading  full-text,  on-line  legal,  news,  and 
business  information  services. 

• MDC  began  as  the  Data  Corporation,  a computer  software 
company  acquired  by  Mead  in  1969.  MDC  was  made  a 
separate  division  in  1970,  and  incorporated  as  a subsidiary  in 
1985. 

• MDC  services  are  used  by  lawyers,  accountants,  financial 
analysts,  journalists,  librarians,  and  other  professionals. 

MDC's  1989  revenue  reached  $401.5  million,  a 30%  increase  over 
1988  revenue  of  $307.8  million.  A five-year  financial  summary 
follows: 


MEAD  DATA  CENTRAL,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

1989 

1988 

1987 

1986 

1985 

CAGR 

Revenue 

• Percent  increase 

$401.5 

$307.8 

$231.2 

$187.6 

$153.8 

27% 

from  previous  year 

30% 

33% 

23% 

22% 

21% 

Earnings  before 
taxes 

• Percent  increase 

$36.9 

$34.2 

$25.5 

$19.4 

N/A 

N/A 

from  previous  year 

8% 

34% 

31% 

N/A 

May  1990 
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Key  Products  and 
Services 


Major  competitors  by  service  area  include  the  following: 

• LEXIS:  West  Publishing  Company  (WESTLAW) 

• LEXPAT:  No  other  company  supplies  full  text  on  patents 

• NEXIS:  Dow  Jones  News  Retrieval,  DIALOG  Information 
Services,  VU/TEXT,  and  BRS 

• LEXIS  Financial  Information  Service:  Dow  Jones  News 
Retrieval,  and  Investext  (Business  Research  Corporation) 


An  estimated  90%  of  MDCs  total  1989  revenue  was  derived  from 
on-line  electronic  information  services,  CD  ROM  information 
services,  and  manual  search  and  retrieval  services.  The  remaining 
10%  of  revenue  was  derived  from  legal  publications. 

There  are  2,400  data  bases  between  the  LEXIS  and  NEXIS 
services  and  more  than  230  billion  characters.  About  650,000 
documents  are  added  each  week  to  the  more  than  85  million  on- 
line. 

LEXIS,  introduced  in  1973,  is  a computer-assisted  legal  research 
service.  It  contains  major  archives  of  federal  and  state  case  law, 
codes,  and  regulations. 

• The  LEXIS  service  also  has  29  specialized  libraries  covering 
virtually  every  field  of  practice,  including  tax,  securities, 
banking,  environmental,  and  insurance. 

• The  service  contains  libraries  of  English  and  French  law,  and 
other  legal  materials  from  Australia,  New  Zealand,  Ireland,  and 
Scotland. 

• LEXIS  has  Shepard's  (Shepard's/McGraw-Hill)  and  Auto-Cite 
(VERALEX  INC.)  citation  services. 

• A subscriber  to  the  LEXIS  service  also  receives  NEXIS  and  its 
related  services. 

NEXIS,  introduced  in  1979,  is  a full-text  news  and  business 
information  service  with  more  than  650  full-text  sources  on-line. 

• News  sources  include  The  New  York  Times.  The  Washington 
Post.  Los  Angeles  Times.  Business  Week.  Fortune.  The 
Economist,  and  the  news  services  TASS,  Xinhua,  AP,  UPI,  and 
Reuters. 
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• In  addition,  the  NEXIS  service  contains  more  than  2,000 
sources  of  abstracts,  including  The  Wall  Street  Journal. 

• The  service  is  used  by  a range  of  professionals  in  corporations, 
investment  banks,  public  relations  and  advertising  agencies,  law 
firms,  libraries,  and  the  news  departments  of  print  and 
electronic  media. 

The  following  services  are  provided  with  a subscription  to  the 

NEXIS  service: 

• The  LEXISR  Financial  Information™  service  (formerly  the 
EXCHANGE)  provides  business  and  financial  news,  SEC 
filings,  brokerage  house  research  reports,  and  private  company 
market  share  information. 

• The  LEXISr  Country  Information™  service  contains 
international  news  and  country  analysis  reports  by  country, 
region,  and  topic.  It  also  offers  the  ALERT  library  which 
carries  news  updated  every  three  hours.  International  files  can 
be  searched  all  at  once,  individually,  or  by  the  following 
regions:  Asia,  Canada,  Japan,  Soviet  Union,  the  U.K. 

• The  Associated  Press  Political  service  (APOLIT)  contains 
information  on  elections,  political  issues,  polls,  and  candidates. 

• The  National  Automated  Accounting  Research  System 
(NAARS)  service  provides  accounting  materials,  including 
proxy  statements,  annual  reports  of  public  corporations  and 
government  entities,  and  reports  of  the  American  Institute  of 
Certified  Public  Accountants. 

• The  MEDISr  service  offers  the  full  text  of  more  than  40  current 
medical  journals  and  textbooks.  It  also  contains  Medline,  a 
bibliographic  data  base  produced  by  the  National  Library  of 
Medicine,  and  various  libraries  with  medical,  drug  and  poison, 
pharmaceutical,  cancer,  and  health  care  administration 
information. 

• The  LEXPATr  service  contains  the  full  text  of  patent  and 
trademark  information  for  more  than  one  million  U.S.  patents 
issued  since  1975.  About  75,000  new  patents  are  added  each 
year,  usually  within  four  days  of  issue. 

MDC's  pricing  for  LEXIS  and  NEXIS  is  based  on  the  following: 

• The  price  of  each  search  is  based  on  the  value  and  amount  of 
information  in  the  file  or  group  of  files  accessed. 
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• Average  prices  per  search  range  from  $7  to  $50. 

• Connect  charges  (for  searching,  reading,  scanning,  or  printing 
on-line)  are  $22/hour,  plus  telecommunications  costs 
($13/hour).  Off-line  printing  on  high-speed  printers  leased  to 
subscribers  is  2.5  cents  per  line. 

• Monthly  subscription  rates  are  $125  for  LEXIS  and  $50  for 
NEXIS. 

Other  MDC  network  services  include  the  following: 

• ECLIPSE™  is  an  electronic  clipping  service  that  automatically 
reports  new  materials  that  correspond  to  a saved  search 
request.  The  reports  can  be  printed  daily,  weekly,  or  monthly. 

• LEXIS  Private  Database  Services  can  provide  or  build  litigation 
support  files,  private  libraries,  or  other  proprietary  data  bases 
for  law  firms  and  corporations. 

• The  PAYBACK™  service  allows  customers  to  gain  access  to 
their  use  information  on  a weekly  basis  in  a private  and  secure 
file  on-line  or  through  magnetic  tape. 

• DialSearch™  provides  search  and  retrieval  services  on  the 
NEXIS  service  for  non-subscribers.  Payment  can  be  made 
using  major  credit  cards,  and  documents  can  be  sent  via 
facsimile  transmission,  overnight,  or  first-class  mail. 

MDC  makes  its  services  available  to  subscribers  through  a range 
of  microcomputers  and  terminals,  including  those  manufactured 
by  IBM,  Apple,  AT&T,  Wang,  and  DEC.  Communications 
software  for  the  microcomputers  is  priced  at  $50  for  the  first  copy 
and  $25  for  subsequent  copies.  Volume  discounts  are  available. 

MDC  also  offers  an  instructional  program  for  its  LEXIS  and 
NEXIS  subscribers.  For  NEXIS,  the  training  is  free.  For  LEXIS, 
the  training  is  priced  at  $75  per  professional  for  unlimited  initial 
or  advanced  training.  The  maximum  one-time  instruction  charge 
that  could  be  incurred  by  a subscribing  firm  is  $2,250.  Any 
additional  training  would  be  at  no  cost. 

MDC  leases  terminals  and  on-line  or  off-line  printers  to  customers 
who  do  not  have  their  own  equipment.  In  addition  to  monthly 
fees,  one-time  charges  for  shipping,  handling,  and  installation  of 
leased  equipment  vary  from  $50  to  $200. 
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Industry  Markets 


MDC's  electronic  informations  services  are  available  virtually  24 

hours  a day,  except  for  the  periods  of  2:00  a.m.  to  2:05  a.m. 

Monday  through  Friday  and  10:00  p.m.  Saturday  to  6:00  a.m. 

Sunday. 

MDC  has  the  following  subsidiaries  and  divisions: 

• Micromedex,  Inc.,  based  in  Denver  (CO),  was  acquired  in 
January  1986.  Micromedex  provides  medical  information  on 
CD  ROM.  Micromedex  provides  information  on  more  than 
9,000  over-the-counter,  foreign,  and  investigational  drugs;  and 
information  for  emergency  room  diagnosis  and  treatment. 

• Dataline  Inc.,  based  in  Toronto  (Canada),  was  acquired  in 
December  1987.  Dataline  is  a Canadian  financial  information 
services  company  providing  real-time  Canadian  and  U.S.  stock 
market  quotations  and  other  financial  information  to  the 
investment,  brokerage,  and  banking  industries. 

• Illinois  Code  Company,  based  in  Springfield  (IL),  was  acquired 
in  January  1988.  Illinois  Code  Company  provides  the  LEXIS 
Document  Service,  a nationwide  manual  filing,  retrieval,  and 
search  service  for  hardcopy  public  corporate  documents,  such 
as  Uniform  Commercial  Code  liens,  incorporation  records,  and 
tax  liens  filed  in  any  U.S.  state  or  country. 

• The  Michie  Company,  with  headquarters  in  Charlottesville 
(VA),  was  acquired  in  December  1988.  A division  of  MDC, 
Michie  is  a legal  publisher  of  regulatory  materials,  treatises, 
state  statutes,  and  other  legal  reference  books. 

- Michie  had  revenue  of  approximately  S34.1  million  and  S32.4 
million  for  1988  and  1987,  respectively. 

• Jurisoft,  based  in  Cambridge  (MA),  was  acquired  in  February 
1989.  A division  of  MDC,  Jurisoft  develops  and  markets  legal 
software,  including  the  CiteRite  II™,  Full  Authority™,  and 
CompareRite™  packages. 


MDC  derives  its  revenue  from  a wide  variety  of  subscribers, 
including  law  firms  and  law  schools,  corporations,  government 
agencies  and  courts,  publishers,  journalists,  broadcasters, 
accountants,  financial  analysts,  librarians  and  other  professionals. 
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Geographic 

Markets 


Computer 
Hardware  and 
Software 


MDC  serves  customers  in  50  countries  and  has  50  sales  and 
training  offices  in  North  America.  Additional  offices  are  located 
in  Toronto  and  London. 


MDC's  computer  center,  located  in  Dayton,  is  connected  by  70,000 
miles  of  leased  high-speed  circuits  to  thousands  of  subscribers' 
terminals  and  computers  via  MeadNetR,  the  company's  private 
telecommunications  network  owned  and  operated  by  MDC. 

Other  commercial  networks,  such  as  Telenet  and  TYMNET,  can 
also  be  used. 
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MEAD  DATA  CENTRAL 

9393  Springboro  Pike 
P.0.  Box  933 
Dayton,  OH  45401 
(513)  865-6800 


Jack  W.  Simpson,  President 
Wholly-owned  Subsidairy  of 
The  Mead  Corporation 
Total  Employees:  1,858 
Total  Revenue,  Fiscal  Year  End 
12/31/87:  $231,200,000 


THE  COMPANY 


Mead  Data  Central  (MDC)  currently  provides  a series  of  on-line  data  base 
information  retrieval  services  to  over  200,000  subscribers  worldwide.  The 
services  available  through  MDC  include  LEXIS®  , LEXPAT®  . NEXIS® 
EXCHANGE™',  MEDIS®  , APOLIT,  and  NAARS.  ’ 


MDS  was  established  in  1970  and  was  merged  into  the  Mead  Corpora- 
tion as  a division  in  1981.  In  1985  MDC  became  a wholly-owned  sub- 
sidiary of  the  Mead  Corporation. 


MDC's  1987  revenue  was  $231.2  million,  a 23%  increase  over  1986  revenue  of 
$187.6  million.  A five-year  revenue  summary  follows: 


MEAD  DATA  CENTRAL 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions) 


" ---^FISCAL  YEAR 
ITEM  ___ 

12/87 

12/86 

12/85 

12/84 

12/83 

Revenue 

. Percent  increase 
(decrease)  from 

$ 231.2 

$ 187.6 

$ 

153.8 

$ 127.5 

$ 94.5 

previous  year 

23% 

22% 

21% 

35% 

43% 

In  December  1987  MDC  acquired  Dataline  Inc.  of  Toronto  for  approximately 
$10  million. 


Dataline  Inc.,  a Canadian  financial  information  services  company 
provides  on-line  Canadian  and  U.S.  stock  market  and  other  financial 
information  primarily  to  the  investment  management,  stock  brokerage, 
and  banking  industries. 

At  the  time  of  the  acquisition,  Dataline  employed  approximately  150 
persons. 
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The  operations  of  Dataline  have  been  merged  into  MDC. 

Dataline's  products  are  expected  to  become  available  to  NEXIS  and 
LEXIS  subscribers  in  1988. 


The  acquisition  was  accounted  for  as  a purchase.  Dataline's  financials 
have  been  included  in  MDC's  results  from  the  date  of  its  acquisition. 


• Major  competitors  by  service  area  include  the  following: 

LEXIS:  West  Publishing  Company  (WESTLAW). 

LEXPAT:  No  other  company  supplies  full  text  on  patents. 

NEXIS:  Dow  Jones  News  Retrieval,  DIALOG  Information  Services, 

VU/TEXT,  and  BRS. 

EXCHANGE:  Dow  Jones  News  Retrieval,  Investext  (Business  Research 
Corporation). 

MDC  management  believes  that  there  are  no  specific  competitors  for 
its  MEDIS,  APOLIT,  and  NAARS  products. 


KEY  PRODUCTS  AND  SERVICES 

• Most  of  MDC's  1987  revenue  was  derived  from  on-line  data  base  services  and 
a small  portion  was  from  rental  of  equipment  associated  with  the  data  base 
retrieval  services. 


• MDC's  data  bases  currently  hold  over  130  billion  characters,  which  are  con- 
tained in  over  36  million  documents. 


• MDC's  available  on-line  data  base  information  retrieval  services  include  the 
following: 

LEXIS,  introduced  in  1973,  is  a full-text  legal  information  retrieval 
service. 


The  development  of  a prototype  of  LEXIS  began  in  1967  under 
an  agreement  between  Data  Corporation  and  the  Ohio  State  Bar 
Association.  The  objective  was  to  create  a full-text,  interactive 
research  system  for  Ohio  cases  and  statutes.  When  LEXIS  was 
introduced  to  the  marketplace,  MDC  offered  computer-assisted 
research  in  federal  tax  law  and  the  law  of  Ohio  and  New  York. 


LEXIS  now  contains  over  53  billion  characters  and  over  I I 
million  documents.  The  LEXIS  law  libraries  now  include  collec- 
tion of  general  federal  law  with  decisions  of  all  federal  courts; 
case  law  of  all  50  states  and  the  District  of  Columbia;  state  and 
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federal  cases  on  Delaware  general  corporation  law;  and  special- 
ized federal  libraries  of  court  decisions,  administrative  deci- 
sions, statutes,  regulations,  and  other  material  in  the  tax,  secur- 
ities regulation,  trade  regulation,  international  trade,  military 
justice,  admiralty,  patents,  trademarks  and  copyrights,  commu- 
nications, labor,  bankruptcy,  energy,  and  public  contracts  librar- 
ies. A number  of  state  specialized  libraries  in  employment,  tax, 
corporate  law,  securities,  health  care,  and  insurance  are  also 
available  in  the  LEXIS  service.  In  addition,  the  LEXIS  service 
offers  an  on-line  collection  of  full  text  law  reviews — numbering 
over  35  in  its  LAWREV  library. 

LEXIS  is  used  principally  by  lawyers,  judges,  and  accountants. 
Virtually  every  major  law  firm  in  the  U.S.  is  a subscriber,  as  are 
federal,  state,  and  local  courts  and  agencies,  corporate  legal 
departments,  major  accounting  firms,  and  law  schools. 

MDC  offers  access  to  specialized  libraries  through  unique 
agreements  with  the  following: 

Butterworth  (Telepublishing)  Ltd.:  British  and  American 
lawyers  can  perform  research  in  the  cases,  statutes,  and 
statutory  instruments  of  British,  Australian,  New  Zea- 
land, and  Scottish  case  law,  tax  law,  industrial  relations 
law,  intellectual  property  law,  and  local  government  case 
law,  as  well  as  European  Community  law. 

Tele-Consulte:  French  public  and  private  case  law, 

statutes  and  regulations,  and  international  cases  and 
regulations  are  available. 

The  Lawyers  Co-operative  Publishing  (LCP)  Company  and 
its  affiliate  Bancroft-Whitney:  LEXIS  users  have  access 
to  Auto-Cite(R),  a service  that  instantly  verifies  accur- 
acy, contents,  and  status  as  precedents  for  American 
case  law  citations. 

. A joint  venture  between  Mead  Data  Central  and 
LCP  enables  LEXIS  to  provide  the  full  text  of 
American  Law  Reports  (2nd,  3rd,  4th  & Fed. 
editions)  and  Lawyers  Edition  2nd. 

NILS  Publishing  Company:  LEXIS  users  have  access  to 

the  National  Insurance  Law  Service  (NILS)  comprehensive 
volumes  of  insurance  codes,  regulations,  and  related  laws. 

Shepard's®  Citations  Service  of  McGraw-Hill,  Inc.: 
LEXIS  includes  all  federal,  state,  and  regional  case  law 
citations  published  by  Shepard's. 
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The  American  Institute  of  Certified  Public  Accountants 
(AICPA):  the  National  Automated  Accounting  Research 
System  (NAARS)  is  defined  and  maintained  in  cooperation 
with  the  AICPA  and  contains  selected  annual  reports  of 
corporations  listed  on  the  New  York  and  American  Stock 
Exchanges,  or  sold  over-the-counter.  It  also  contains  a 
collection  of  materials  relating  to  accounting  practices 
and  standards. 


Recent  enhancements  to  the  LEXIS  service  include  the 
following: 


An  improved  Federal  Tax  Library. 

Statutes  from  I 8 states. 

State  specialized  libraries  of  case  law  and  administrative 
materials. 

Law  reviews  from  the  University  of  Iowa  and  University 
of  Miami  (FL). 

SEC  News  Digest. 

BNA  Banking  Daily. 

BNA  International  Trade  Daily. 

BNA  Pensions  & Benefits  Daily. 

BNA  Securities  Law  Daily. 

BNA  Washington  Insider. 

United  States  Law  Week— Daily  Edition. 

In  March  1983  MDC  announced  LEXPAT,  a new  on-line  search  and 
retrieval  service  with  full-text  research  in  all  patents  issued  by  the 
U.S.  Patent  and  Trademark  Office  since  1975. 


. The  LEXPAT  library  contains  more  than  800,000  patents.  New 
patents,  issued  on  Tuesdays,  ordinarily  are  available  in  LEXPAT 
on  the  following  Monday. 

. LEXPAT  is  available  to  all  LEXIS  subscribers  at  no  extra 
charge. 

NEXIS  was  introduced  in  1980  to  provide  news  and  business  information 

retrieval  services. 

. Currently  NEXIS  contains  34  billion  characters,  representing  a 
full-text  of  approximately  15  million  articles  from  over  160 
publications,  including  newspapers,  magazines,  wire  services, 
and  newsletters. 


NEXIS  also  contains  over  one  million  abstracts  of  other  publica- 
tions and  technical  journals. 

As  a result  of  the  exclusive,  permanent  distribution  agreement 
made  with  the  New  York  Times  Company,  MDC  offers  the  New 
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York  Times  Information  Services  data  bases  (now  called  INFO- 
BANK)  through  its  NEXIS  services. 

Full  text  of  all  articles,  features,  columns,  editorials, 
letters,  and  news  stories  from  the  final  Late  City  Edition 
of  The  New  York  Times  for  each  day  of  the  week. 

The  Information  Bank  includes  abstracts  of  selected 
articles  from  the  Times  and  over  50  newspapers,  maga- 
zines, scientific  journals,  and  financial  periodicals. 

Advertising  and  Marketing  Intelligence  includes  abstracts 
from  over  50  journals  in  advertising,  marketing,  and 
communications. 

Other  services  available  to  LEXIS  and  NEXIS  subscribers  include  the 

following: 

. ECLIPSE™',  introduced  in  1984,  is  an  electronic  clipping  serv- 
ice. 

The  service  allows  users  to  track  areas  of  interest  auto- 
matically on  a daily,  weekly,  or  monthly  basis. 

ECLIPSE  can  print  only  relevant  portions  of  an  article  or 
the  full  text  of  documents. 

. Full  text  of  various  volumes  of  The  Encyclopedia  Britannica  is 
made  available  under  an  agreement  with  Encyclopedia  Britan- 
nica, Inc. 

MDC's  pricing  plan  for  LEXIS  and  NEXIS  is  based  on  the  following: 

. The  price  of  each  search  is  based  on  the  value  and  amount  of 
information  in  the  file  or  group  of  files  accessed. 

. Average  prices  per  search  range  from  $7  to  $30. 

. Connect  charges  (for  searching,  reading,  scanning,  or  printing 
on-line)  are  $20/hour,  plus  telecommunications  costs 
($  I 2/hour).  Off-I  ine  printing  on  high-speed  printers  leased  to 
subscribers  is  two  cents  per  line. 

. Monthly  subscription  rates  are  $125  for  LEXIS  and  $50  for 
NEXIS. 

EXCHANGE  was  introduced  in  1984  to  provide  a full  text  of  invest- 
ment research  reports  from  major  investment  banking,  brokerage, 

research  firms,  and  SEC  filings. 
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EXCHANGE  provides  financial  information  on  thousands  of 
companies  and  industries,  backgrounds  of  mergers  and  acquisi- 
tions, research  for  investment  decisions,  and  research  for  loan 
requests. 


The  data  base  contains  thousands  of  research  reports  forU.S.  and 
foreign  companies.  The  reports  are  written  by  analysts  at  such 
investment  banking  firms  as  Merrill  Lynch,  Paine  Webber, 
Drexel  Burnham  Lambert,  Prudential  Bache,  and  other  regional 
and  international  firms.  Zachs  Investment  Research,  Inc. 
supplies  consensus  earning  reports  for  the  companies.  The  data 
base  also  includes  a full  text  of  10-K  and  1 0-Q  Securities  and 
Exchange  Commission  filings  for  selected  companies  and 
abstracts  of  various  other  filings. 


. EXCHANGE  also  contains  information  on  limited  partnerships 
and  industrial  plant  production  by  SIC  code. 

The  MEDIS  service  was  introduced  in  1985  to  provide  information  to 
the  health  care  industry  and  medical  professionals.  MEDIS  contains  a 
full-text  medical  information  including  the  latest  medical  research 
developments,  diagnosis  and  treatments,  technologies,  government 
regulations,  and  cost  analyses. 


Other  services  available  to  MEDIS  subscribers  include  the  following: 

. MEDLINE,  a bibliographic  index  of  abstracts  from  many  publica- 
tions worldwide. 


. GENMED,  a general  medical  library. 

. PHARM,  a drug  information  library. 

. Cancer,  a cancer  library. 

The  AP0L1T  (The  Associated  Press  Political)  service  was  introduced  in 
1982.  APOLIT  contains  information  on  election  campaigns,  political 
issues,  and  events  relating  to  past,  present,  and  future  elections, 
including  information  on  statewide  referenda  and  propositions,  candi- 
dates' positions,  national  polls,  congressional  ratings,  historical  data, 
and  an  election  calendar. 


The  APOLIT  service  includes  the  following  files: 


CAMPGN — Events,  issues,  and  results  from  November  4, 
1980. 


NEWBIO — Biographical  information  on  active  candidates. 
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OLDBIO-- Biographical  information  on  inactive  candi- 
dates. 

BIO— Combined  NEWBIO  and  OLDBIO  files. 

SUMMARY— Calendar  and  state-by-state  summaries  from 
January  I,  1982. 

ALL-Combined  CAMPGN,  BIO,  and  SUMMARY  files. 

The  National  Automated  Accounting  Research  System  (NAARS)  Serv- 
ice provides  accounting  materials  containing  inter  alia,  the  annual 
reports  of  certain  public  corporations,  and  selected  accounting  litera- 
ture. 


. NAARS  was  introduced  in  1973  by  agreement  with  the  American 
Institute  of  Certified  Public  Accountants. 

• MDC  makes  its  services  available  to  subscribers  through  a range  of  micro- 
computers and  terminals,  including  those  manufactured  by  IBM,  AT&T,  Xerox, 
DEC,  Wang,  Rolm,  and  Apple.  Communications  software  for  these  micro- 
computers is  priced  at  $50  for  the  first  copy  and  $25  for  subsequent  copies. 
Volume  discounts  are  available. 

• MDC  also  offers  an  instructional  program  for  its  LEXIS  and  NEXIS  sub- 
scribers. For  NEXIS  the  training  is  free.  For  LEXIS  the  training  is  priced  at 
$75  per  professional  for  unlimited  initial  or  advanced  training.  The  maximum 
one-time  instruction  charge  that  could  be  incurred  by  a subscribing  firm  would 
be  $2,250.  Any  additional  training  would  be  at  no  cost. 

• MDC  leases  terminals  and  on-line  or  off-line  printers  to  customers  who  do  not 
have  their  own  equipment.  The  monthly  cost  for  the  UBIQ  terminal  is  $65.  A 
tabletop  printer  would  cost  $110  a month,  while  a standalone  printer  would 
cost  $150.  One-time  charges  for  shipping,  handling,  and  installation  of  leased 
equipment  vary  from  $50  to  $200. 

• MDC's  information  services  are  available  virtually  24  hours  a day,  except  for 
the  periods  of  2:00  a.m.  to  2:05  a.m.  Monday  through  Friday  and  10:00  p.m. 
Saturday  to  6:00  a.m.  Sunday. 

INDUSTRY  MARKETS 

• MDC  derives  its  revenue  from  a wide  variety  of  subscribers,  including  law 
firms,  corporations,  government  agencies  and  courts,  publishers,  broadcasters, 
banks,  management  consultants,  public  relations  and  advertising  firms,  and 
law  schools. 
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GEOGRAPHIC  MARKETS 


• INPUT  estimates  that  most  of  MDC's  revenue  is  derived  from  the  U.S.  and  a 
small  portion  is  from  international  sources. 

• MDC  has  50  domestic  branch  offices  in  32  states. 

• MDC  has  an  international  office  in  Toronto  (Canada)  and  another  in  London. 


COMPUTER  HARDWARE  AND  SOFTWARE 


• MDC  has  16  mainframes  at  its  computer  center  in  Dayton. 

• Clients  access  MDC's  data  center  via  MeadNet,  the  company's  proprietary 
data  communications  network,  Telenet  (U.S.  Sprint),  TYMNET  (McDonnell 
Douglas),  or  other  telecommunications  networks. 

MeadNet  supports  terminal  speeds  up  to  2,400  bits  per  second  and  uses 
tens  of  thousands  of  miles  of  dedicated,  high  speed,  leased  circuits. 

Local  dial-up  service  is  available  worldwide. 
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MEAD  DATA  CENTRAL 

9333  Springboro  Park 
P.0.  Box  933 
Dayton,  OH  45401 
(513)  865-6800 


Jack  W.  Simpson,  President 
Division  of  The  Mead  Corporation 
Total  Employees:  700 
Total  Revenue,  Fiscal  Year  End 
12/31/83:  $94.5  million 


THE  COMPANY 

• Established  in  1970  as  a wholly  owned  subsidiary  of  The  Mead  Corporation, 
Mead  Data  Central  (MDC)  became  a division  of  Mead  in  1981.  MDC  and  its 
legal  information  retrieval  service,  LEXIS,  have  their  origins  in  the  Data 
Corporation  in  Dayton  (OH),  a company  acquired  by  Mead  in  1967. 

• MDC  currently  provides  a series  of  on-line  data  base  services  to  over  6,800 
subscribers  in  the  U.S.  and  Europe,  as  follows: 

LEXIS®  , for  full-text  legal  information  retrieval. 

LEXPAT™',  for  full-text  patent  search  and  retrieval. 

NEXIS®  , for  full-text  news,  business,  advertising,  and  general  infor- 
mation retrieval. 

EXCHANGE,  for  financial  and  investment  research  information 
retrieval. 

• Effective  January  31,  1983,  MDC  acquired  exclusive,  permanent  distribution 
rights  to  data  bases  formerly  offered  by  the  New  York  Times  Information 
Service  (NYTIS),  a subsidiary  of  the  New  York  Times  Company. 

Terms  of  the  agreement  were  not  disclosed.  NYTIS  had  approximately 
130  employees  at  the  time  of  the  acquisition. 

The  New  York  Times  Company  receives  royalties  from  MDC  for 
making  the  data  bases  available  and  provides  an  editorial  staff  for  data 
base  production  and  maintenance. 

• MDC's  1983  revenue  was  $94.5  million,  a 44%  increase  over  1982  revenue 
estimates  of  $66  million. 
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• In  December  1983  MDC  had  approximately  700  employees.  There  are  cur- 
rently about  1,100  employees,  segmented  as  follows: 


Marketing/sales 

430 

Customer  support 

24 

Product  development 

290 

Computer  operations 

200 

General  and  administrative 

156 

1,100 

• Major  competitors  by  service  area  include  the  following: 

LEXIS:  West  Publishing  Company  (WESTLAW). 

LEXPAT:  No  other  company  supplies  full  text  on  patents. 

NEXIS:  Dow  Jones  News  Retrieval,  DIALOG  Information  Services, 

BRS,  and  SDC  Orbit. 

EXCHANGE:  Business  Research  Corporation. 

KEY  PRODUCTS  AND  SERVICES 

• One  hundred  percent  of  MDC's  1983  revenue  was  derived  from  on-line  data 
base  services. 

• MDC  data  bases  currently  hold  over  70  billion  characters.  By  1985  MDC 
expects  its  data  bases  to  exceed  100  billion  characters. 

• Approximately  80%  of  MDC's  1983  revenue  was  derived  from  its  LEXIS 
services  provided  to  over  180,000  subscribers  in  the  U.S.,  England,  and 
France.  LEXIS  is  now  available  worldwide. 

The  development  of  a prototype  of  LEXIS  began  in  1967  under  an 
agreement  between  Data  Corporation  and  the  Ohio  State  Bar  Associa- 
tion. The  objective  was  to  create  a full-text,  interactive  research 
system  for  Ohio  cases  and  statutes.  In  1973  LEXIS  was  introduced  as  a 
nationwide  service,  offering  computer-assisted  research  in  federal  tax 
law,  and  the  law  of  Ohio  and  New  York. 

LEXIS  now  contains  over  25  billion  characters  and  3.2  million  docu- 
ments, with  12,500  documents  added  weekly.  The  LEXIS  law  libraries 
now  include  an  extensive  full-text  collection  of  general  federal  law 
with  decisions  of  all  federal  courts;  case  law  of  all  50  states  and  the 
District  of  Columbia;  state  and  federal  cases  on  Delaware  general 
corporation  law;  and  specialized  federal  libraries  of  court  decisions, 
administrative  decisions,  statutes,  regulations,  and  other  material  in 
the  tax,  securities  regulation,  trade  regulation,  international  trade, 
military  justice,  admiralty,  patents,  trademarks  and  copyrights, 
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communications,  labor,  bankruptcy,  energy,  and  public  contracts 
libraries. 

LEXIS  is  used  principally  by  lawyers,  judges,  and  accountants. 
Virtually  every  major  law  firm  in  the  U.S.  is  a subscriber,  as  are 
federal,  state,  and  local  courts  and  agencies,  corporate  legal  depart- 
ments, major  accounting  firms,  and  law  schools. 

MDC  offers  access  to  specialized  libraries  through  unique  agreements 
with  the  following: 

. Butterworth  (Telepublishing)  Ltd.:  British  and  American  lawyers 
can  perform  research  in  the  cases,  statutes,  and  statutory 
instruments  of  British  case  law,  tax  law,  industrial  relations  law, 
intellectual  property  law,  European  communities  law,  and  local 
government  case  law. 

. Tele-Consulte:  French  public  and  private  case  law,  statutes  and 
regulations,  and  international  cases  and  regulations  are  avail- 
able. 

. The  Lawyers  Co-operative  Publishing  Company  and  its  affiliate 
Bancroft-Whitney:  LEXIS  users  have  access  to  Auto-Cite™  , a 
service  that  instantly  verifies  accuracy,  contents,  and  status  as 
precedents  for  American  case  law  citations. 

. Shepard's®  of  McGraw-Hill,  Inc.:  LEXIS  includes  all  federal, 

state,  and  regional  case  law  citations  published  by  Shepard's. 

. The  American  Institute  of  Certified  Public  Accountants 
(AICPA):  The  National  Automated  Accounting  Research  System 
(NAARS)  is  defined  and  maintained  in  cooperation  with  the 
AICPA  and  contains  the  annual  reports  of  corporations  listed  on 
the  New  York  and  American  Stock  Exchanges,  or  sold  over-the- 
counter.  It  also  contains  extracts  of  proxy  statements,  plus  a 
collection  of  materials  relating  to  accounting  practices  and 
standards. 

. Matthew  Bender  Co.:  In  March  1981  MDC  and  Matthew  Bender 
Co.  signed  an  agreement  whereby  Matthew  Bender  will  produce 
editorial  packages  of  legal  materials  for  lawyers'  use  through 
LEXIS.  The  full  text  of  dozens  of  Matthew  Bender  legal  publi- 
cations is  available. 

Recent  additions  to  LEXIS  include  the  following: 

. Tax  Notes. 

. Tax  Notes  Today. 

. Tax  Notes  International. 

. CCH  Tax  Day. 
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. CCH  State  Tax  Week. 

. Military  Justice  Library. 

. Admiralty  Library. 

In  March  1983  MDC  announced  LEXPAT,  a new  on-line  search  and 
retrieval  service  with  full-text  research  in  all  patents  issued  by  the 
U.S.  Patent  and  Trademark  Office  since  1975. 

. The  LEXPAT  library  contains  more  than  800,000  patents.  New 

patents,  issued  on  Tuesdays,  ordinarily  are  available  in  LEXPAT 
on  the  following  Monday. 

. LEXPAT  is  available  to  all  LEXIS  subscribers  at  no  extra 
charge. 

• Approximately  20%  of  MDC's  1983  revenue  was  derived  from  NEXIS,  MDC's 
on-line  full-text  business  and  news  data  base  service.  The  number  of  NEXIS 
accounts  more  than  tripled  in  1983. 

Introduced  in  1980,  NEXIS  currently  contains  the  full  text  of  over 
seven  million  articles  representing  114  publications,  including  news- 
papers, magazines,  wire  services,  and  newsletters.  Over  38,000 
articles  are  added  each  week. 

NEXIS  also  contains  over  2.5  million  abstracts  of  162  additional  publi- 
cations. 

As  a result  of  the  exclusive,  permanent  distribution  agreement  made 
with  The  New  York  Times  Company,  MDC  has  added  the  New  York 
Times  Information  Services  data  bases  to  its  NEXIS  service  (now  called 
INFOBANK),  as  follows: 

. Full  text  of  all  articles,  features,  columns,  editorials,  letters, 
and  news  stories  from  the  final  Late  City  Edition  of  The  New 
York  Times  for  each  day  of  the  week. 

. The  Information  Bank  includes  abstracts  of  selected  articles 
from  The  Times  and  over  95  newspapers,  magazines,  scientific, 
and  financial  periodicals. 

. Advertising  & Marketing  Intelligence  (AMI)  includes  abstracts 
from  over  67  journals  in  advertising,  marketing,  and  communica- 
tions. 

. Deadline  Data  on  World  Affairs  contains  geopolitical  data  on 
over  250  countries,  states,  territories,  and  major  world  inter- 
governmental organizations. 

. TODAY  displays  summaries  from  The  New  York  Times  twice 
each  day  (9:30  a.m.  and  1:30  p.m.  EST). 
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During  the  first  quarter  of  1984  MDC  announced  it  had  signed  an 
agreement  with  Time,  Inc.  to  add  the  full  text  of  TIME,  FORTUNE, 
Sports  Illustrated,  People,  Discover,  Money,  and  LIFE  to  the  NEXIS 
service. 

Other  recent  additions  to  NEXIS  include:  Washington  Financial  Report, 
InfoWorld,  Public  Relations  Journal,  FEDWATCH,  INSIGHT,  Central 
News  Agency  wire,  World  Paper,  and  Marine  Enqineerinq/Loq. 

• Other  services  available  to  LEXIS  and  NEXIS  subscribers  include  the 
following: 

In  February  1984  MDC  introduced  ECLIPSE,  a new  electronic  clipping 
service. 

. The  service  allows  users  to  track  areas  of  interest  automatically 
on  a daily,  weekly,  or  monthly  basis. 

. ECLIPSE  can  print  only  relevant  portions  of  an  article  or  the 
full  text  of  documents. 

. The  service  is  priced  at  $2 1 6/month  for  daily  reports,  $54/month 
for  weekly  reports,  and  $ 1 8/month  for  monthly  reports. 

In  September  1983  MDC  and  Inslaw,  Inc.  signed  an  agreement  to 
provide  their  customers  access  to  each  other's  services.  Inslaw 
provides  timesharing  and  software  products  for  automating  law  office 
services. 

The  Forensic  Services  Directory,  provided  under  an  agreement  with 
The  National  Forensic  Center,  contains  listings  of  forensic  experts, 
litigation  consultants,  and  legal  support  specialists. 

MDC  subscribers  may  gain  access  to  Lockheed's  DIALOG  Information 
Service  through  their  MDC-  or  customer-provided  terminals.  DIALOG 
contains  more  than  150  data  bases  covering  all  areas  of  science,  tech- 
nology, business,  medicine,  social  science,  current  affairs,  and  human- 
ities. 

Full  text  of  various  volumes  of  The  Encyclopedia  Britannica  are  made 
available  under  an  agreement  with  Encyclopedia  Britannica,  Inc. 

• The  company  announced  a new  pricing  plan  for  LEXIS  and  NEXIS  effective  in 
mid- 1 983. 

The  price  of  each  search  is  based  on  the  value  and  amount  of  informa- 
tion in  the  file  or  group  of  files  accessed. 

Prices  range  from  $9  to  $18  per  search  during  peak  hours  and  a 50% 
discount  is  available  during  off-peak  hours. 
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Connect  charges  for  reading,  scanning,  and  printing  on-line  have  been 
reduced  to  $20/hour  plus  telecommunications  costs  (usually  $8  an 
hour).  Off-line  printing  on  high-speed  printers  leased  to  subscribers  is 
two  cents  per  line. 

Monthly  subscription  rates  are  $100  plus  $10  for  each  professional  in 
the  firm  for  LEXIS  and  $50  for  NEXIS  (flat  rate). 

• In  May  1984  MDC  began  offering  its  Exchange  data  base  service,  which 
provided  full  text  of  investment  research  reports  from  major  investment 
banking,  brokerage,  and  research  firms. 

EXCHANGE  provides  financial  information  on  thousands  of  companies 
and  industries  and  backgrounds  of  mergers  and  acquisitions,  research 
for  investment  decisions,  and  research  for  loan  requests. 

The  data  base  contains  thousands  of  research  reports  for  U.S.  and 
foreign  companies.  The  reports  were  written  by  analysts  at  Merrill 
Lynch,  Pierce,  Fenner  & Smith,  Inc.;  Paine  Webber  Mitchell  Hutchins, 
Inc.;  Piper,  Jaffray  and  Hopwood,  Inc.;  and  Rausher  Pierce  Refsnes, 
Inc. 

Zachs  Investment  Research,  Inc.  supplies  consensus  earning  reports  for 
the  companies.  The  data  base  also  includes  the  full  text  of  Securities 
and  Exchange  Commission  filings  for  selected  companies. 

• Effective  September  I,  1983,  MDC  entered  into  a Complementary  Marketing 
Agreement  with  IBM  that  allows  users  of  IBM  PCs,  Displaywriters,  and  3101 
terminals  access  to  MDC  data  bases. 

The  agreement  marks  the  first  time  Mead  has  allowed  access  to  its 
data  via  any  terminals  but  its  own. 

Software  for  the  IBM  PC  is  priced  at  $225.  Documentation  for  the 
Displaywriter  and  3101  is  free. 

MDC  also  announced  its  proprietary  UBIQ  II  Desktop  Terminal  that  is 
capable  of  emulating  other  data  communications  terminals  to  gain 
access  to  other  services  and  data  bases. 

Other  hardware  now  supported  includes:  IBM  3270  PC;  AT&T  PC; 

Apple  lie,  lie,  III,  and  Macintosh;  Xerox  820-11;  Wang  PC;  Atex 
terminals;  TeleVideo  950  and  924  terminals;  and  an  "Information 
Through  Speech"  terminal  for  the  visually  impaired. 

• MDC  also  offers  an  instructional  program  for  its  LEXIS  subscribers.  The 
program  is  priced  at  $75  for  a three-hour  course.  Training  for  NEXIS  is  free. 
Over  25,000  people  have  been  trained  to  use  LEXIS  and  NEXIS  to  date. 
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INDUSTRY  MARKETS 

• MDC  derives  its  revenue  from  a wide  variety  of  subscribers:  law  firms, 

corporations,  government  agencies  and  courts,  publishers,  broadcasters,  banks, 
management  consultants,  public  relations  and  advertising  firms,  and  law 
schools. 

GEOGRAPHIC  MARKETS 

• INPUT  estimates  that  approximately  90%  of  MDC's  revenue  is  derived  from 
the  U.S.  and  10%  from  Europe.  MDC  services  are  now  available  worldwide. 

• MDC  maintains  offices  in  New  York,  Washington,  Atlanta,  Boston,  Chicago, 
Cincinnati,  Cleveland,  Dallas,  Dayton,  Denver,  Detroit,  Houston,  Los  Angeles, 
Miami,  Minneapolis,  New  Orleans,  Philadelphia,  Pittsburgh,  San  Francisco, 
London,  and  Paris. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• MDC  has  three  Amdahl  5860  computers  installed  at  its  computer  center  in 
Dayton. 

• Clients  access  MDC's  data  center  via  MeadNet,  the  company's  proprietary 
X.25  data  communications  network. 

MeadNet  supports  terminal  speeds  up  to  1,200  bits  per  second  (1200 
baud)  and  uses  over  70,000  miles  of  dedicated,  high-speed,  leased 
circuits. 

Local  dial-up  service  is  available  in  70  locations. 

• Management  states  the  MDC  computer  system,  containing  195  disk  drives, 
handles  as  many  as  700  users  simultaneously.  The  system  currently  responds 
to  approximately  42,000  information  requests  daily. 
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MEAD  DATA  CENTRAL 

200  Park  Avenue 
New  York,  NY  10166 
(212)  883-8560 


Jerome  S.  Rubin,  President 
Division  of  the  Mead  Corporation 
Total  Employees:  500+ 

Total  Revenue,  Fiscal  Year  End 
12/31/80:  $30  million* 


THE  COMPANY 

• Established  in  1970  as  a wholly  owned  subsidiary  of  The  Mead  Corporation, 
Mead  Data  Central  (MDC)  became  a division  of  Mead  in  1981.  MDC  and  its 
legal  information  retrieval  service,  LEXIS,  have  their  origins  in  the  Data 
Corporation  (Dayton,  Ohio),  a company  acquired  by  Mead  in  1967. 

• MDC  currently  provides  information  retrieval  in  the  following  areas: 

On-line,  full-text  legal  information  retrieval  (LEXIS). 

On-line,  full-text  general  and  business  news  information  retrieval 

(NEXIS). 

Litigation  support  and  private  library  services. 

® INPUT  estimates  MDC's  1980  revenue  to  be  in  the  $30  million  range. 
Management  states  that  it  has  achieved  a 40%  growth  rate  for  the  last  two  to 
three  years. 

• Approximately  300  MDC  employees  are  located  at  the  computer  center  in 
Miami  Township,  Ohio,  125  at  MDC  headquarters  in  New  York  City,  and  100  in 
13  sales,  instructional,  and  service  centers. 

• The  major  competitor  for  the  LEXIS  service  is  WESTLAW,  the  West  Publishing 
Company  service.  Competitors  for  the  litigation-support  and  private-libraries 
services  are  Aspen  Systems,  Informatics,  Control  Data,  and  Litton  Mellonics. 
NEXIS  competes  with  the  New  York  Times  Information  Service. 

KEY  PRODUCTS  AND  SERVICES 

• The  development  of  a prototype  of  LEXIS  began  in  1967  under  an  agreement 
between  Data  Corporation  and  the  Ohio  State  Bar  Association.  The  objective 
was  to  create  a full-text,  interactive  research  system  for  Ohio  cases  and 
statutes.  In  1973  LEXIS  was  introduced  as  a nationwide  service,  offering 
computer-assisted  research  in  federal  tax  law,  and  the  law  of  Ohio  and  New 
York. 
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• The  LEXIS  law  libraries  now  include  an  extensive  full-text  collection  of 
general  federal  law  with  decisions  of  all  federal  courts;  case  law  of  all  50 
states  and  the  District  of  Columbia;  and  specialized  federal  libraries  of  court 
decisions,  administrative  decisions,  statutes,  regulations,  and  other  material  in 
the  tax,  securities  regulation,  trade  regulation,  patents,  trademarks  and 
copyrights,  communications,  labor,  and  bankruptcy  libraries. 

• LEXIS  is  used  principally  by  lawyers,  judges,  and  accountants.  Virtually  every 
major  law  firm  in  the  United  States  is  a subscriber,  as  are  federal,  state,  and 
local  courts  and  agencies,  corporate  legal  departments,  major  accounting 
firms,  and  law  schools. 

• MDC  offers  access  to  specialized  libraries  through  unique  agreements  with  the 
following: 

Butterworth  (Telepublishing)  Ltd.  English  and  American  lawyers  can 
perform  research  in  the  cases,  statutes,  and  statutory  instruments  of 
English  case  law,  tax  law,  industrial  relations  law,  and  intellectual 
property  law. 

Hachette,  France's  largest  publisher.  French  case  law  will  be  available 
by  late  1981. 

The  Lawyers  Co-operative  Publishing  Company  and  its  affiliate 
Bancroft-Whitney.  LEXIS  users  have  access  to  Auto-Cite™,  a service 
that  instantly  verifies  the  accuracy,  contents,  and  status  as  precedent 
of  American  case-law  citations. 

Shepard's  of  McGraw-Hill,  Inc.  LEXIS  will  include  all  federal,  state, 
and  regional  case  law  citators  published  by  Shepard's.  This  agreement 
will  be  implemented  by  October  1981. 

Disclosure,  Inc.  DISCLO,  a data  base  of  abstracts  of  reports  corpora- 
tions are  required  to  file  with  the  Securities  and  Exchange  Commission, 
is  available  to  LEXIS  users. 

The  American  Institute  of  Certified  Public  Accountants.  The  LEXIS 
Accounting  Information  Library  is  defined  and  maintained  in  coopera- 
tion with  the  AICPA  and  contains  the  annual  reports  of  listed  and  over- 
the-counter  corporations,  plus  a collection  of  materials  relating  to 
accounting  practices  and  standards. 

Matthew  Bender  Co.  In  March  1981  MDC  and  Matthew  Bender  Co. 
signed  an  agreement  whereby  Matthew  Bender  will  produce  editorial 
packages  of  legal  materials  for  lawyers'  use  through  LEXIS.  This  joint 
venture  will  result  in  the  development  and  distribution  of  computer- 
assisted  legal  practice  services. 

• The  LEXIS  Litigation-Support  and  Private-Library  Services  offer  subscribers  a 
full  range  of  customized  services  including  project  design  and  management, 
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custom  programming,  vocabulary  control,  and  on-line  retrieval  from  a wide 
variety  of  document  types. 

• The  NEXIS  service  offers  the  full  texts  of  stories  and  articles  from  major 
newspapers,  wire  services,  magazines,  newsletters,  and  reference  works. 

The  continually  expanding  NEXIS  data  base  makes  available  American 
Banker,  The  Associated  Press,  the  BBC's  Summary  of  World  Broadcasts 
and  Monitoring  Report,  Christian  Science  Monitor,  Congressional 
Quarterly  Weekly  Report  and  Editorial  Research  Reports,  Dun's 
Review,  The  Economist,  the  Japan  Economic  Journal,  Newsweek,  PR 
Newswire,  Reuters,  United  Press  International,  U.S.  News  and  World 
Report,  and  the  Washington  Post. 

MDC  recently  announced  that  Business  Week  and  all  other  McGraw-Hill 
magazines  will  soon  be  included  in  NEXIS  as  will  China's  Xinhua;  Japan's 
Kyodo  News  Service  and  Jiji  Press;  Latin  American  Newsletters;  and  the 
Raylux  Financial  Service  Newsletter. 

• All  MDC  offerings  are  packaged  under  a total  service  concept  consisting  of: 

Rapid  interactive  full-text  search  and  retrieval  systems,  designed  to  let 
the  non-technician  perform  efficient  and  comprehensive  research  in 
very  large  textual  data  bases. 

An  integrated  system  of  custom-designed  terminals  matched  to  a 
program  that  communicates  in  plain  English,  is  flexible  and  forgiving, 
and  automatically  corrects  most  simple  user  errors. 

An  instructional  and  support  program  with  training  classes,  documenta- 
tion, and  personal  support. 

INDUSTRY  MARKETS 

• MDC  derives  its  revenues  from  a wide  variety  of  subscribers:  law  firms, 

corporations,  government  agencies  and  courts,  publishers,  broadcasters,  banks, 
management  consultants,  public  relations  and  advertising  firms,  and  law 
schools. 

GEOGRAPHIC  MARKETS 

• INPUT  estimates  approximately  90%  of  MDC's  revenues  are  derived  from  the 
U.S.  and  10%  from  Europe. 

• MDC  maintains  offices  in  New  York,  Washington,  Miami  Township  (Ohio), 
Atlanta,  Boston,  Chicago,  Dallas,  Detroit,  Houston,  Los  Angeles,  Philadelphia, 
Pittsburgh,  San  Francisco,  London,  and  Paris. 
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COMPUTER  HARDWARE 

• MDC  operates  its  services  from  a newly  built  major  computer  center  in  Miami 
Township,  Ohio.  The  rapidly  growing  data  base  now  exceeds  30  billion 
characters  of  source  data  - roughly  six  billion  words.  The  central  processors 
are  two  Amdahl  470  V7A  computers.  Access  to  the  service  is  via  voice-grade 
telephone  lines  and  inbound  WATS  lines. 
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MEDIA  CYBERNETICS,  INC. 


8484  Georgia  Avenue 
Silver  Spring,  MD  20910 
Phone:  (301)495-3305 
Fax:  (301)495-5964 


President: 

Status: 

Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


William  E.  Strum 
Private  Corporation 


42  (11/93) 
$4,000,000* 
12/31/93 


* Company  estimate 


Key  Points 


Media  Cybernetics  has  provided  image-intensive  solutions  for  more 
than  12  years  in  three  major  areas:  analytical  imaging;  desktop 
publishing  and  imaging;  and  software  development. 

The  company's  products  include  Image-Pro  Plus,  a high-end  imaging 
package  that  has  the  largest  installed  user  base  of  any  imaging 
product  on  the  market,  and  HALO  Desktop  Imager,  an  award- 
winning Windows  imaging  utility. 

In  order  to  stay  competitive,  the  company  is  expanding  its  product 
line  to  include  multimedia  capabilities  while  continuing  to  improve 
its  current  image-intensive  solutions. 


December  1993 


Copyright  1993  by  INPUT.  Reproduction  Prohibited. 


Page  1 of  5 


MEDIA  CYBERNETICS,  INC. 


INPUT 


Company 

Description 

Media  Cybernetics,  founded  by  William  E.  Strum  in  1981,  develops  and 
markets  image  processing  and  graphics  software  products  for  users  and 
software  developers. 

Clients  in  private  business,  government  agencies  and  universities  use 
Media  Cybernetics'  products  to  solve  a range  of  problems  in  working 
with  digital  images. 

Media  Cybernetics  markets  its  products  worldwide  through  various 
sales  and  distribution  channels. 

Strategy 

Media  Cybernetics'  strategy  is  to  provide  image  enabling  tools  and 
technology  to  large  corporations,  OEMs,  and  system  integrators  as  well 
as  offering  custom  development.  The  company's  user  products  are 
mainly  distributed  through  direct  mail  campaigns. 

Financials 

Media  Cybernetics'  1993  revenue  is  estimated  at  $4  million,  up  from 
1992  revenue  of  approximately  $3.5  million. 

Market  Financials 

Media  Cybernetics'  products  are  targeted  to  users,  OEMs,  VARs, 
system  integrators  and  software  developers. 

Industries  targeted  include  corporations  in  any  industry,  specifically 
those  interested  in  image  processing,  as  well  as  the  scientific 
community,  research  and  development  companies,  government 
laboratories,  manufacturing  and  forensics  facilities. 

Geographic 

Markets 

Approximately  75%  of  Media  Cybernetics'  revenue  is  from  North 
America  and  25%  from  other  sources,  including  Europe,  South 
America,  Asia  and  some  Eastern  Block  countries. 

Operations/ 

Structure 

Media  Cybernetics  is  headquartered  in  Silver  Spring  (MD)  and  has 
sales  offices  in  Santa  Clara  (CA)  and  Seattle  (WA). 

Employees 

As  of  November  1993,  Media  Cybernetics  had  42  employees, 
segmented  as  follows: 

m 
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Key  Products 
and  Services 


Marketing 

2 

Sales 

6 

Customer  service 

2 

Technical  support 

3 

Research  and  development 

20 

Administrative 

9 

42 

Media  Cybernetics  develops  and  markets  imaging  and  graphics 
software  for  users  and  software  developers. 

Desktop  Imaging  Applications: 

HALO  Desktop  Imager  is  a Windows  desktop  imaging  utility  for 
capturing,  enhancing,  converting  and  printing  high  quality  images.  As  a 
tool  for  business  professionals,  Desktop  Imager  facilitates  adding 
professional  images  to  reports  and  documents.  A range  of  imaging 
tools  are  included  as  well  as  support  for  Kodak  Photo  CD,  TWAIN 
scanners,  file  format  conversions,  OLE,  text  and  JPEG  compression. 

Dr.  HALO  IV  Paint  and  Imaging  Pak  is  a set  of  graphics  and  imaging 
programs  for  creating,  editing  and  enhancing  images  from  virtually  any 
source.  The  Imaging  Pack  includes  Dr  HALO  IV,  a paint  program  with 
special  effects  such  as  gradient  fills;  Viewer,  a multifunction  display  and 
file  conversion  utility  with  BMP,  PCX,  TIFF,  TGA  and  HALO  CUT 
file  support,  and  also  saves  files  in  IMG  and  MSP;  Presents,  a slide 
show  creation  program  for  desktop  presentations;  Grab,  a screen 
capture  utility;  and  Front  Editor  for  customizing  fonts,  symbols  or 
logos. 

HALO  F/X  is  gray  scale  image  editing  software  for  DOS  that  supports 
all  the  popular  scanner,  display  devices  and  printers.  Users  can 
perform  precise  touchups  to  photos  with  more  than  35  brush  shapes. 

Analytical  Imaging  Applications: 

Image-Pro  Plus  is  quantitative  image  analysis  software  for  black-and- 
white,  gray  scale  and  color  images.  Users  can  capture  images  through  a 
microscope,  scanner,  camera  or  file;  enhance,  count,  measure,  derive 
statistical  data;  then  save,  output  to  spreadsheet  or  print  quality  images. 
The  product  is  available  for  Windows,  DOS  and  UNIX. 

Development  Tools: 

HALO  Image  File  Format  Library  is  a collection  of  object  libraries 
(DOS)  and  Dynamic  Link  Libraries  (Windows)  that  adds  image  file 
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Clients 


Marketing 
and  Sales 


reading  and  writing  to  applications.  The  product  works  with  Borland 
C++,  Turbo  C,  Turbo  C++,  and  Microsoft  C. 

HALO  Professional  is  a graphics  tool  kit  that  allows  developers  to 
incorporate  professional  graphics  into  their  applications.  The  product 
helps  professional  developers  solve  problems  associated  with  creating 
large,  complex  applications  and  lets  programmers  write  applications 
that  run  in  protected  mode.  HALO  Professional  provides  support  for 
DOS  extenders,  popular  devices  and  contemporary  languages. 

HALO  Imaging  Library  (HIL)  is  a multiplatform  tool  kit  for  adding 
advanced  imaging  capabilities  to  applications.  The  product  has  a 
platform  independent  Application  Programming  Interface  allowing 
seamless  portability  and  is  available  for  Microsoft  Windows,  OS/2, 
Macintosh,  Motif  and  OPEN  LOOK.  The  HIL  enables  C programs  to 
read  and  store  image  files  in  several  file  formats,  and  manage  and 
manipulate  images.  The  product  is  targeted  at  developers  of  desktop 
imaging  applications  that  would  include  features  found  in  applications 
such  as  the  HALO  Desktop  Imager. 

HALO  Advanced  Imaging  Library  (HAIL)  contains  a set  of  functions 
for  advance  image  processing,  analysis  and  morphological  processing, 
and  can  be  used  to  build  advanced  scientific  image  processing 
applications.  HAIL  addresses  the  needs  of  imaging  VARs  and  OEMs 
for  creating  and  marketing  analytic  imaging  applications.  It  is  also  a 
requisite  for  researchers  who  wish  to  develop  proprietary  experimental 
protocols. 


Media  Cybernetics  clients  include  Polaroid,  Kodak,  Microsoft, 
Logitech,  NIH,  the  FBI  and  other  government  agencies. 


In  North  America,  Media  Cybernetics'  revenue  is  from  OEM  bundling, 
direct  mail  and  custom  development  services. 

Outside  North  America,  revenue  is  derived  primarily  from  dealers. 

User  products  are  mainly  distributed  through  direct  mail  campaigns. 
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Alliances 


Competitors 


Media  Cybernetics  has  alliances  with  various  manufacturers  and 
developers.  The  company  has  developed  products  or  entered  co- 
marketing  agreements  with  such  companies  as  Xerox,  Ford,  Lockheed, 
Software  Publishing  Corporation,  Logitech,  Eastman  Kodak,  American 
Airlines  and  NEC. 


Media  Cybernetics’  competitors  include  companies  that  produce  image 
editing  software  (Photoshop  and  Photostyler),  analytical  image 
processing  software  (Data  Translation  and  Jandel)  and  imaging  tools 
(AccuSoft). 
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MEDIA  CYBERNETICS,  INC. 

8484  Georgia  Avenue 
Silver  Spring,  MD  20910 
Phone:  (301)495-3305 
Fax:  (301)495-5964 


William  E.  Strum,  President  and  CEO 
Private  Company 
Total  Employees:  40 
Total  Revenue,  Fiscal  Year  End 
12/31/91:  $3,500,000* 

‘Company  estimate 


The  Company  Media  Cybernetics,  Inc.,  founded  by  William  E.  Strum  in  1981, 

develops  and  markets  image  processing  and  graphics  software 
products  for  end  users  and  software  developers. 

• The  company's  products  include  Image-Pro,  a high-end  imaging 
package  that  has  the  largest  installed  end-user  base  of  any 
imaging  product  on  the  market,  and  HALO,  a popular  library  of 
over  200  graphics  subroutines  supporting  six  programming 
languages. 

• Media  Cybernetics'  products  are  used  in  hundreds  of  private 
companies,  government  agencies,  and  universities.  The 
company's  image  processing  software  is  used  in  applications  such 
as  medical  research,  satellite  image  analysis,  and  non-destructive 
testing.  While  the  graphics  products  are  used  in  many  different 
applications,  the  company's  newest  generation  of  products  are 
targeted  to  the  desktop  publishing  arena. 

It  is  estimated  that  Media  Cybernetics'  1991  revenue  will  be  $3.5 
million,  compared  to  $3.5  million  in  1990. 

There  are  currently  40  employees  segmented  as  follows: 


Marketing/sales 

10 

Product  development 

20 

Technical  support 

4 

General  and  administrative 

6 

40 

Key  Products  and  One  hundred  percent  of  Media  Cybernetics'  revenue  is  derived 
Services  from  its  software  products  and  associated  support  services. 

Media  Cybernetics'  current  software  product  offerings  are 
summarized  in  the  following  exhibit: 
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EXHIBIT 

MEDIA  CYBERNETICS,  INC. 
SOFTWARE  PRODUCTS 


PRODUCT 

DESCRIPTION 

NUMBER 

INSTALLED 

PRICE  PER 
PRODUCT 

HALO  Professional 

Graphics  toolkit  for  developers  in 
the  PC  environment.  Features  200 
graphics  subroutines  and  180 
device  drivers. 

150,000 

$395 

HALO  Image  File 
Format  Library 

PC  graphics  imaging  file 
format  library 

+ 100 

$249  DOS 
$349  Windows 

HALO  F/X 

Gray-scale  image  editor  for  DOS 
environment 

New 

$299 

Dr.  Halo  IV  Paint  and 
Imaging  Pak 

Bit-mapped  paint  and  raster  editor 
for  desktop  publishing  graphics 
applications 

3 million 

$139 

HALO  Desktop  Imager 

Windows-based  image  processing 
program 

New 

$139 

Image-Pro  Plus 

High-end  imaging  and  analysis 
software  for  DOS 

6,000 

$1,995 

Image-Pro  Plus  for  UNIX 

Image-Pro  for  UNIX  environments 

200 

$3,500 

Image-Pro  Color 

24-bit  color  imaging  and 
multi-spectral  imaging.  Allows 
user  to  enhance  color  and 
monochrome  images. 

1,000 

$2,500 

HALO  Professional  is  a high-performance  graphics  library  with 
over  200  routines  for  graphics  applications  development.  It  also 
manages  large  in-memory  bitmaps. 

• The  package  includes  over  600  pages  of  documentation  and 
extensive  programming  examples.  New  features  include  font 
editors  and  a screen  prototyper/code  generator. 

• HALO  Professional  supports  most  graphics  adapters,  printers, 
scanners,  video  frame  grabbers,  plotters,  mice,  and  graphics 
tablets. 

■ HALO-based  products  form  the  foundation  for  other  products 
developed  and  distributed  by  over  500  independent  software 
vendors. 
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HALO  Image  File  Format  Library,  available  for  both  DOS  and 
Microsoft  Windows  3.0,  is  a library  of  functions  that  allow 
applications  to  read  and  write  bit-mapped  image  files  in  a variety  of 
formats. 

• The  file  formats  supported  by  the  library  make  applications 
instantly  compatible  with  hundreds  of  scanning,  video  capture, 
image  processing,  and  desktop  publishing  products. 

• Complete  support  is  provided  for  TIFF,  PCX,  BMP,  and  HALO 
CUT. 

• Because  the  HALO  Image  File  Format  Library  is  independent  of 
any  graphics  library,  developers  do  not  need  HALO  or  any  other 
graphics  library  to  develop  applications  with  the  HALO  Image 
File  Format  Library. 

• The  DOS  version  is  distributed  as  an  object  library  and  supports 
Borland  and  Microsoft  C compilers;  the  Windows  version  is  a 
Dynamic  Link  Library  (DLL)  and  works  with  any  language  that 
supports  DLLs. 

HALO  F/X  is  gray-scale  image  editing  software  for  DOS  that 
supports  all  the  popular  scanners,  display  devices,  and  printers. 
Users  can  perform  precise  touchups  to  photos  with  over  35  brush 
shapes.  Functions  include  interactive,  real-time  editing  of  images, 
cut,  past,  sharpen,  rotate,  warp,  distort,  posterize,  and  ditto.  The 
windowed  interface  allows  access  of  up  to  ten  images 
simultanteously. 

Dr.  Halo  IV  Paint  and  Imaging  Pak  is  a set  of  graphics  and  imaging 
programs  for  creating,  editing,  and  enhancing  images  from  virtually 
any  source.  The  Pak  provides  paint  and  image  editing;  file  viewing 
and  conversion;  high-quality  printing;  Super  VGA  support;  screen 
capture  to  any  format;  a slide  show  program;  and  the  ability  to 
create  custom  fonts. 

HALO  Desktop  Imager  is  a Windows  application  that  provides 
users  of  graphical  word  processors  or  desktop  publishing  software 
with  a tool  to  add  images  to  reports,  documents,  and  presentations. 
This  application  provides  the  essential  imaging  functions  for 
capturing,  enhancing,  and  printing  high  quality  images.  File  format 
conversion  capabilities  provides  users  with  image  file  compatibility 
among  all  their  desktop  applications. 

Image-Pro  Plus  supports  image  input  (camera  capture  or  scanning), 
enhancement,  measurement,  counting,  sizing,  classification, 
analysis,  documentation  and  printing,  mass  storage,  and  retrieval. 
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Resulting  data  from  analysis  operations  can  be  printed  or  saved  for 
direct  input  into  spreadsheet  programs.  Image-Pro  Plus  is  available 
for  IBM  AT  286  (386  recommended)  and  compatibles. 

Image-Pro  Plus  for  UNIX  is  a collection  of  imaging  tools  for 
analyzing  and  enhancing  digitized  images.  The  tools  contain  all  the 
functions  necessary  to  perform  image  enhancement,  image 
exploitation,  image  analysis,  and  data  extraction.  Interfaces  are 
available  to  X/ll  Motif,  OpenLook,  and  SunView. 

Image-Pro  Color  is  image  processing  software  that  provides  24-bit 
color  and  multispectral  imaging.  Images  can  be  analyzed, 
enhanced,  and  measured  in  black  and  white,  shades  of  grey,  and 
vivid  true  color. 

Industry  Markets 

Media  Cybernetics's  products  are  targeted  to  end  users  and  software 
developers  in  any  industry. 

Major  clients  include  Eastman  Kodak,  Logitech,  and  various  federal 
government  agencies. 

Geographic 

Markets 

Media  Cybernetics  markets  its  products  in  the  U.S.,  Canada,  ^ 

Europe,  and  Asia.  The  company  derives  about  75%  of  its  revenues 
from  the  U.S.  and  the  remaining  25%  from  overseas. 

In  addition  to  its  headquarters  in  Silver  Spring  (MD),  Media 
Cybernetics  has  an  office  in  Santa  Clara  (CA). 

Media  Cybernetics  uses  a variety  of  value-added  distribution 
channels  including  original  equipment  manufacturers,  value-added 
resellers,  and  overseas  channels. 

9 


Page  4 of  4 


Copyright  1991  by  INPUT.  Reproduction  Prohibited. 


December  1991 


COMPANY  PROFILE 


MEDIA  CYBERNETICS,  INC. 

8484  Georgia  Avenue 
Silver  Spring,  MD  20910 
(301)  495-3305 


William  E.  Strum,  President  and  CEO 
Private  Company 
Total  Employees:  65 
Total  Revenue,  Fiscal  Year  End 
12/31/88:  $4,800,000 


The  Company  Media  Cybernetics,  Inc.,  founded  by  William  E.  Strum  in  1981, 

develops  graphics  and  image  processing  software.  The  company 
offers  about  60  software  products  at  both  the  programmers'  toolkit 
and  end-user  application  levels.  The  company's  products  can  be 
classified  into  four  categories:  graphics  tools,  graphics 
applications,  image  processing  tools,  and  image  processing 
applications. 

Media  Cybernetics  products  include  a graphics  toolkit,  and  several 
raster  editor  applications:  a paint  program,  a desktop  publishing 
editor,  a raster  editor  with  digitization  capabilities,  a business 
graphics  package,  and  a true  gray  scale  editor.  Its  HALO-based 
software  has  become  an  industry  standard  for  graphics  and 
imaging. 

• HALO-based  products  form  the  foundation  for  other  products 
developed  and  distributed  by  over  400  Independent  Software 
Vendors  (ISVs). 

• HALO  supports  more  than  140  graphics  and  imaging  hardware 
devices  and  15  programming  languages. 

• The  success  of  the  HALO  product  line  makes  Media 
Cybernetics  an  important  factor  in  the  graphics  and  imaging 
software  markets. 

There  are  currently  65  employees  segmented  as  follows: 


Marketing/sales  24 

Product  development  21 

Technical  support  6 

General  and  administrative  14 

65 
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Key  Products  and 
Services 


Competitors  identified  by  Media  Cybernetics  include  Graphic 
Software  Systems  (Beaverton,  OR)  for  its  graphics  tools  and 
Z-Soft  Corp.  (Marietta,  GA)  for  its  graphics  applications  products. 


HALO,  Media  Cybernetics'  first  product  introduced  in  1982,  is  the 
foundation  of  the  company's  raster  editor  and  image  processing 
product  lines.  HALO  is  a software  developer's  toolkit  that  offers 
programmers  and  software  developers  a complete  environment  in 
which  to  develop  graphics  and  imaging  applications. 

• HALO  88A,  the  current  version,  consists  of  a library  of  190 
graphics  subroutines  and  supports  144  device  drivers  and  18 
language  bindings. 

• HALO  88A  has  become  a microcomputer  industry  de  facto 
graphics  standard;  it  is  used  by  400  ISVs. 

Media  Cybernetics'  current  product  offerings  are  shown  in  the 
exhibit. 

Dr.  HALO,  a paint  program  and  raster  editor,  can  be  used  as  a 
stand-alone  product  for  freehand  drawing  or  as  a raster  editor  for 
graphics  created  in  other  programs.  Dr.  HALO  is  the  company's 
most  well  known  product  and  has  an  installed  base  of  over  one 
million  users. 

Publisher's  Partner,  Media  Cybernetics'  new  gray  scale  image 
editor,  allows  for  quick  and  easy  enhancement  of  gray  scale  images 
for  desktop  and  electronic  publishing  applications.  With  a 
scanner,  images  of  any  size  can  be  input  into  a workspace, 
"windowed"  through,  zoomed,  edited,  enhanced,  and  cropped  to 
meet  user  requirements. 

• Publisher's  Partner  combines  Media  Cybernetics'  bit-mapped 
paint  technology  with  its  industry-standard  image  processing 
techniques.  Publisher's  Partner  improves  the  quality  of  the 
original  image  by  altering  the  contrast,  lightness,  or  darkness 
throughout  the  whole  image  or  within  selected  areas  of  interest. 

• Special  effects  are  created  by  using  various  functions,  such  as 
outline  and  highlight  or  by  removing  elements  from  one  image 
and  seamlessly  blending  them  into  another  image.  Text  may 
also  be  added  to  an  image. 

• Media  Cybernetics  claims  Publisher's  Partner  is  the  first  PC- 
based  gray-scale  image  editor  to  combine  industry-standard 
image  processing  and  bit-mapped  paint  technologies. 
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• Publisher's  Partner  features  include: 

- Allows  for  sophisticated  image  processing  functions  such  as: 
histogram  analysis,  filtering,  posterization,  and  halftoning. 

- Operates  with  VGA  or  Extended  VGA  boards  in  resolutions 
of  640  x 480  to  800  x 800,  and  up  to  256  shades  of  gray. 

- Conforms  to  VESA  standard 

- Integrates  images  with  desktop  publishing  programs  such  as 
Xerox/Ventura  and  Aldus  Pagemaker 

- Supports  the  following  file  formats:  TIFF,  HFF,  PCX,  GIF, 
and  EPS 

- Supports  as  many  active  windows  as  resident  memory  allows 

- Allows  photo  elements  to  be  transported  between 
workspaces 

HALO  Window  Toolkit,  Media  Cybernetics'  newest  product  for 
software  developers,  is  designed  for  Microsoft  "C"  programmers, 
and  features  an  extensive  set  of  windowing  subroutines  for 
designing  graphical  user  interfaces. 

• The  HALO  Window  Toolkit  consists  of  two  parts:  the  Window 

Manager  and  the  Window  Library. 

- The  Window  Manager  controls  interactions  between  the 
programmer  and  the  windows  such  as  sizing,  placement,  and 
saving  functions;  foreground/background  window  conflicts; 
and  command  selection. 

- The  Window  Library  contains  a wide  assortment  of  standard 
windowing  tools  including  command  bars,  radio  buttons,  and 
icons.  The  developer  can  even  use  the  standard  windows  to 
create  a library  of  custom  windows. 

Media  Cybernetics'  low-end  product  for  the  desktop  publishing 
market  is  HALO  DPE,  a graphics  editor  that  is  a combination  of 
an  image  scanning,  software  and  desktop  publishing  program  that 
allows  users  to  merge  word  processed  text  with  graphics  and 
scanned  images. 

• HALO  DPE  runs  on  IBM  PC,  XT,  AT,  PS/2  and  compatible 

microcomputers. 
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EXHIBIT 

MEDIA  CYBERNETICS,  INC. 
SOFTWARE  PRODUCTS 


PRODUCT 

DESCRIPTION 

NUMBER 

INSTALLED 

PRICE  PER 
PRODUCT 

Graphics  Toolkits 

HALO 

Graphics  toolkit  for  developers  in  the 
PC  environment.  Features  200 
graphics  subroutines  and  180 
device  drivers. 

70,000 

$395 

Foundation  for  Media  Cybernetics' 
applications  software. 

HALO  FOR  OS/2 

HALO  developers  toolkit  for  OS/2. 
Multi-threaded  library  which  takes 
advantage  of  multi-tasking 
capabilities  of  OS/2. 

New 

product 

$695 

HALO  WINDOW  TOOLKIT 

Event-driven  graphics  toolkit  for 
Microsoft  “C"  programmers. 

Features  an  extensive  set  of 
windowing  routines  for  designing  the 
optimum  graphical  user  interface. 

New 

product 

$595 

Graphics  Applications 

PUBLISHER'S  PARTNER 

Gray-scale  image  editor  for 
DOS  environment. 

Allows  user  to  enhance  or 
manipulate  scanned  images  in 
256  gray  shades. 

New 

product 

$495 

DR.  HALO 

Bit-mapped  paint  and  raster  editor 
for  desktop  publishing  graphics 
applications. 

1.2  million 

$139.95 

WINGRAPH 

Automatically  drafts  charts  and 
graphs  from  numerical  data. 
Operates  under  Microsoft  Windows. 

3,000 
No  longer 
available 

$99 

HALO  DPE 

Desktop  publishing  image  editor. 
Supports  scanning. 

70,000 

$195 
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EXHIBIT  (cont.) 

MEDIA  CYBERNETICS,  INC. 
SOFTWARE  PRODUCTS 


PRODUCT 

DESCRIPTION 

NUMBER 

INSTALLED 

PRICE  PER 
PRODUCT 

Imaging  Toolkits 

IDT  [DOS] 

Image-Pro  developer's  toolkit. 
Includes  the  imaging  routines  used 
in  Image-Pro  to  build  custom 
image  processing  software. 

1,500 

$995 

Imaging  Applications 

IMAGE-PRO 

High-end  imaging  software  for 
DOS  and  UNIX  environments. 

4,500 

$1 ,000  - $2,500 

IMAGE-PRO  COLOR 

24-bit  color  imaging  and 
multi-spectral  imaging.  Allows  users 
to  enhance  color  and  monochrome 
images. 

New 

product 

$2,500 

IMAGE-PRO  [PIXAR] 

Image-Pro  designed  to  take 
advantage  of  Pixar's  speed  and 
power  of  Pixar. 

N/A 

$4,400 

IMAGE-PRO  FOR  APOLLO 

Image-Pro  for  the  Apollo  DN10000 
series  platform. 

New 

product 

$6,000-$14,000 

Image-Pro  Add-on  Modules: 

FAST  FOURIER  TRANSFORM 

Allows  users  to  compute  and  display 
transforms  on  up  to  256  x 256  area, 
perform  in-depth  analysis  of 
frequencies,  and  use  filters  to 
remove  noise. 

N/A 

$995 

IMAGE  DENSITY/ 
PSEUDOCOLORING 

Allows  users  to  assign  colors  to 
specific  bands  of  an  image. 

N/A 

$595 

PUBLISHER'S  INTERFACE 

Provides  a bridge  between  imaging 
and  publishing  environments. 

N/A 

$495 

OPTICAL  SCANNER 

Allows  users  to  input  data  from  a 
wide  range  of  desktop  scanners. 

N/A 

$495 

CINELOOP 

Enables  users  to  create  Film  Loop 
of  Image-Pro  Images. 

N/A 

$595 
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• HALO  DPE  is  used  for  producing  short  newsletters  and  flyers, 
and  frequently  used  as  a graphics  add-on  to  desktop  publishing 
packages  including  Ventura  Publisher  and  Aldus  PageMaker. 
Graphics  created  or  scanned  with  HALO  DPE  can  be  added  to 
these  programs  easily  because  HALO  DPE  lets  the  user  read 
and  write  CUT,  TIFF,  and  IMG  file  formats. 

• HALO  DPE  is  also  bundled  as  part  of  other  workstation-based 
integrated  desktop  publishing  offerings. 

• HALO  DPE  features  include: 

- Runs  with  over  90  graphics  displays,  scanners,  mice, 
digitizers,  and  printers 

- Manages  full  capabilities  of  scanners  for  input  of 
photographs  and  line  art 

- Supports  high-resolution  monitors 

- Provides  HALO,  Windows,  and  GEM  compatibility 

- Reads  ASCII  files  and  works  with  most  word  processing 
software 

- Runs  with  Aldus  PageMaker,  Ventura  Publisher  Edition, 
and  other  word-based  desktop  publishing  software 

In  the  area  of  image  processing,  Media  Cybernetics  offers  the 
Image-Pro™  series  of  products. 

Image-Pro,  the  company's  image  processing  software,  is  available 
for  both  the  DOS  and  UNIX  environments  and  as  an  8 or  24  bit 
(true  color)  product. 

• Image-Pro  has  also  become  a de  facto  standard,  for  image 
processing.  Image-Pro  is  used  for  a variety  of  image  processing 
applications  including  medical  research,  microscopy,  silicon 
wafer  inspection,  non-destructive  testing,  fault  detection, 
publishing,  remote  sensing,  motion  detection,  satellite  image 
analysis,  map  verification,  and  document  validation. 

• Image-Pro  functions  include: 

- Image  analysis  - histograms,  interactive  and  zoom,  line 
profiles 
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- Image  measurement  - user  selectable  calibration,  distances, 
areas  and  perimeter  measurement 

- Image  processing  - contrast  enhancement,  histogram 
equalization,  spatial  filtering,  12  selectable  multi-image 
mathematical  operations,  contouring,  thresholding,  index 
replacement  and  shifting  and  scaling 

- Palette  editing  - RGB,  HSV,  HLS  color  model  support, 
interactive  palette  editing 

- Report  generator  and  image  editor  - icon-driven  graphics  for 
incorporating  histograms,  text  and  charts,  overlays  and 
annotation 

- Scripting  - macro  commands  for  automated  command 
sequences 

- Real  time  processing  - image  averaging,  weighted  averaging, 
subtraction/motion  detection,  histogram  equalization, 
convolutions 

• Image-Pro  Color  is  image  processing  software  that  provides  24- 
bit  color  imaging  and  multi-spectral  imaging.  Image-Pro  Color 
allows  users  to  perform  filtering  and  enhancement  operations 
on  a true  color  image  without  losing  color  integrity  or  creating 
unwanted  artifacts. 

• Image-Pro  Developer's  Toolkit  includes  all  of  the  imaging 
routines  used  in  Image-Pro  and  allows  software  developers  to 
build  image  processing  applications.  Software  developers  can 
use  the  Toolkit  to  add  specialized  functionality  or  enhance  their 
software  with  processes  that  are  specific  to  their  particular 
imaging  application.  Government  contractors  and  value  added 
resellers  use  this  product  because  of  its  quick  prototyping 
capabilities. 

• Image-Pro  Application  Modules  are  designed  to  provide  a 
specialized  capability  needed  by  many,  but  not  all,  Image-Pro 
users.  While  not  included  within  Image-Pro  itself,  the  Modules 
can  be  accessed  through  the  Image-Pro  menu.  The  following 
Application  Modules  are  available:  Fast  Fourier  Transform, 
Image  Density/Pseudocoloring,  Publisher's  Interface,  Optical 
Scanner,  Eikonix  Scanner,  Cineloop,  Color  Scanner,  and 
Imagemeasure/IP  (produced  by  Microscience,  Inc.). 
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Media  Cybernetics  markets  its  software  through  a variety  of 
channels  that  varies  by  product.  The  basic  distribution  channels 
include  direct  sales  of  packaged  products  to  distributors,  dealers, 
and  end  users;  royalty  agreements  with  software  publishers;  author 
and  site  licensing  contracts  with  software  developers  and 
corporations;  and  bundling  and  coupon  arrangements  with  OEMs. 

In  targeting  the  Independent  Software  Vendors  (ISVs)  market,  the 
company  customizes  a software  licensing  plan  for  each  type  of 
HALO  implementation.  The  ISV  can  select  single  product, 
multiple  product,  unlimited  product,  and  volume  options.  This 
helps  make  HALO  licensing  affordable  for  small  to  large  software 
developers.  Media  Cybernetics  also  licenses  Image-Pro. 

Particular  markets  addressed  with  its  custom  graphics  and  imaging 
workstation  configuration  services  include  federal  and  state 
government  agencies,  educational  institutions,  research  facilities, 
and  Fortune  500  companies. 


Media  Cybernetics  markets  its  products  in  the  U.S.,  Canada, 
Europe,  and  Asia.  The  company  derives  about  75%  of  its 
revenues  from  the  U.S.  and  the  remaining  25%  from  overseas. 

Media  Cybernetics  uses  a variety  of  distribution  channels  including 
dealers,  OEMs,  and  VARs.  The  company  also  licenses  its 
products  to  other  vendors  for  incorporation  into  their  software. 


Media  Cybernetics  has  installed  a variety  of  workstations  and 
personal  computers  in  support  of  its  research  and  development 
and  customer  support  activities.  The  company  has  seven  UNIX- 
based  workstations  (Apollo,  Sun,  Silicon  Graphics,  Pixar)  and 
approximately  45  personal  computers  (IBM  PC/XT/AT/PS/2  and 
compatibles). 
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MEDICAL  COMPUTER  SYSTEMS,  INC. 

8585  North  Stemmons  Freeway,  Suite  100 
Dallas,  Texas  75247 
(214)  638-2600 


4 


James  D.  Miller,  President  & CEO 
Public  corporation,  OTC 
Total  employees:  150 
Total  revenues,  fiscal  year 
end  12/31/76:  $9,252,244 


THE  COMPANY 


• Medical  Computer  Systems,  Inc.  (MCSI)  was  founded  in  1967  by  James 
H.  Foster,  Jr.  (Chairman)  as  a service  bureau  for  medical  clinics. 
Today  the  company  offers  batch  and  remote  batch  processing  to  240 
hospital,  clinical,  and  university  clients  in  38  states. 

• Revenues  grew  25.5%  from  $7.4  million  in  1975  to  $9.3  million  in 
1976  while  pretax  earnings  during  the  same  period  grew  24.5%  from 
$1.5  million  to  $1.9  million. 

- The  loss  of  tax  benefits  as  a result  of  the  expiration  of  a net 
operating  loss  carry-forward  in  1975  caused  net  income  to  decline 
35%  from  $1.5  million  to  $1.1  million.  Net  income  per  share 
during  this  period  also  declined  from  $.56  to  $0.41  with  an 
average  2.7  million  shares  outstanding. 

- Despite  this,  stockholders  equity  increased  29.3%  from  $2.9  million 
in  1975  to  $3.8  million  in  1976  and  the  company  declared  its  first 
cash  dividend  of  $0.10  per  share  in  FY  1976. 

• James  D.  Miller,  who  joined  the  company  in  1969,  was  appointed 
President  in  1976,  succeeding  founder  James  H.  Foster,  Jr. 

• Acquisition  discussions  between  MCSI  and  Dun  & Bradstreet  Companies, 
announced  by  MCSI  management  in  August  1977,  have  been  terminated. 

• A major  reorganization  in  1976  divided  the  company  into  five  divisions. 

The  four  profit  center  divisions  are: 

. Clinic 
. Medical  School 

. Administrative  Management  Services 
. Hospital 

- The  Data  Services  Division  performs  all  the  data  processing  support 
and  product  development  for  the  other  four  divisions. 
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• Major  competitors  include  Computer  Consulting  Services,  Inc.  (clinics) 
and  MCAUTO  and  Shared  Medical  Systems  (hospitals) 

- Management  claims  MCSI  is  the  largest  clinical  and  medical 
school  processor  in  the  U.S. 

The  company  is  a relatively  small  hospital  processor. 


KEY  PRODUCTS  AND  SERVICES 

• MCSI  divisions  offer  basically  the  same  services  to  their  clients 
but  they  are  tailored  to  the  needs  of  a specific  client  base.  The 
Divisions  install  minicomputers  at  the  client  offices  which  are 
on-line  to  MCSI  host  computers. 

- The  customers  enter  pertinent  medical  and  billing  data  into  the 
minicomputer  during  the  day.  At  night,  the  on-site  minicomputers 
are  automatically  polled  by  the  host  which  captures  the  data  and 
updates  the  customer  files. 

- MCSI  stresses  that  its  service  is  collection-oriented.  Management 
claims  that  MCSI  clients  increase  collections  by  more  than  3%.  Clients 
also  realize  savings  in  personnel  costs  through  use  of  MCSI  services. 

• The  Clinic  Division  produced  77%  of  MCSI  corporate  revenues  in  1976. 

Headed  by  V.P.  James  P.  Gresham,  it  provides  on-line  remote  computing 
to  161  medical  clinics  serving  2,800  physicians. 

- Services  include  patient  billing,  collections,  general  ledger, 
financial,  accounts  payable,  and  payroll. 

- MCSI  believes  it  is  now  serving  less  than  5%  of  the  total  clinical 
market  and  estimates  that  8,300  medical  groups  with  66,000  physicians 
are  potential  candidates  for  this  divisions  services. 

• The  Medical  Schools  Division  generated  11%  of  total  1976  revenues. 

Under  Director  Joey  E.  Pate,  it  offers  data  processing  services  to 
1,500  physicians  associated  with  13  medical  schools.  The  total  market 
for  MCSI  Medical  School  services  is  currently  estimated  by  MCSI  to 

be  $5  million  annually.  Management  claims  it  has  the  largest  share. 

• The  Hospital  Division,  under  Director  Morton  Kessler,  generated  10% 

of  total  company  1976  revenues.  It  was  relocated  to  Dallas  from 
Florida  in  1976.  Its  total  market,  a $200  million  industry,  consists 
of  800,000  beds  in  6,000  U.S.  acute  care  hospitals  with  100  or  more 
beds.  It  currently  processes  less  than  1%  of  this  market:  5,300  beds. 
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- Growth  will  be  based  on  acquisitions,  customized  services, 
and  combined  clinic/hospital  data  processing  services. 

Early  unsuccessful  acquisitions  in  the  hospital  field  created 
large  financial  problems  for  MCSI.  All  but  one  of  the 
acquisitions  were  later  sold. 

• The  Administrative  Services  Division  introduced  in  1976,  has  two 
contracts  producing  3%  of  total  revenues. 

This  Division  grew  out  of  the  attrition  MCSI  suffered  when 
several  of  its  field  representative  became  clinical  administrators. 
MCSI  saw  a need  and  began  to  leverage  its  expertise  in  clinical 
processing  by  recruiting,  training,  and  placing  clinical  management 
personnel.  It  will  also  offer  data  processing  services.  The 
clinical  users  pay  a percentage  of  their  collections  and  net 
profit  to  MCSI  which  keep  the  clinical  managers  on  its  payroll. 

• The  company's  newest  product  is  its  Patient  Appointment  Scheduling 
System  (PASS) , an  automated  system  designed  to  stabilize  the  flow 

of  patients  through  a doctor's  office.  Management  claims  that  during 
its  first  year  of  testing,  the  system  increased  clinic  collections  by 
15%  through  more  efficient  scheduling  of  doctors'  and  patients'  time. 


APPLICATIONS  Specialty 

INDUSTRY  MARKETS  Medical  and  hospital,  primarily  medical  clinics. 


GEOGRAPHIC  MARKETS  MCSI  clients  are  primarily  from  the  North  Central  and 
Pacific  states.  It  has  branch  offices  in  Dallas,  Atlanta,  Minneapolis,  and 
Burlingame  (CA) . 

COMPUTER  HARDWARE  AND  SOFTWARE  MCSI  uses  two  IBM  System  360/65  mainframes. 
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Medical  Information 
Technology,  Inc. 


Chairman:  A.  Neil  Pappalardo 

President:  Lawrence  A.  Polimeno 

MEDITECH  Circle 
Westwood,  MA  02090 
Phone:  (617)821-3000 

Fax:  (617)  329-9977 


MEDITECH 


Status:  Private 

Employees:  1,500  (1/96) 

Revenue:  $143,700,000 

Fiscal  Year  End:  12/31/96 


Key  Points 

• Medical  Information  Technology,  Inc. 
(MEDITECH).  provides  applications 
software  products  to  the  health  care 
industry. 

• Recent  new  product  announcements  include: 

- Practice  Management 

- Home  Health  Care 

- Managed  Care 


• MEDITECH  unveiled  its  Handheld  Point-of- 
Care  Computer  at  the  HIMMS  1993 
Conference.  The  system  allows  health  care 
providers  to  view  patient  data  and  document 
patient  care  at  the  bedside  using  a device 
about  the  size  of  a television  remote  control. 

• MEDITECH’s  Optical  Disk  Archiving  system 
stores  and  retrieves  information  from 
MEDITECH  HIS  and  from  sources  outside 
the  MEDITECH  system.  This  system 
provides  direct  data  storage  and  retrieval, 
document  scanning  and  image  storage, 
jukeboxes  and  platters. 

• MEDITECH’s  Executive  Support  System 
(ESS)  offers  hospital  executives  and 
department  managers  a powerful  tool  with 
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which  to  gather  and  analyze  information 
from  multiple  hospital  databases.  ESS 
offers  summary  and  detail  information  from 
all  departments,  historical  information, 
standard  and  individualized  reports, 
comparative  data  and  period  analysis 
capabilities,  as  well  as  a graphical  user 
interface. 

• MEDITECH  also  offers  access  to  an 
integrated  display  of  patient  information. 
This  option  is  called  the  Patient  Care 
Inquiry  option  (PCI). 

Company  Description 

MEDITECH.  founded  in  1969,  provides 
applications  software  products  to  the  health 
care  industry.  The  company  licenses  its 
financial,  clinical,  administrative  and  patient 
care  applications  to  hospitals  and  their 
affiliates,  including  clinics,  physician's  offices, 
nursing  homes,  home  health  care  agencies, 
and  independent  labs. 

Organization  and  Structure 

In  addition  to  its  headquarters  in  Westwood 
(MA).  MEDITECH  has  offices  located  in 
Canton,  Cambridge  and  Norwood  (MA). 


Company  Strategy 

MEDITECH  has  moved  ahead  to  address  two 
significant  opportunities  in  the  health  care 
market:  point-of-care  integration  of  patient 
information  and  integrated  information 
systems  for  outpatient  care  networks. 

In  1993,  MEDITECH  announced  a new  POC 
device,  a handheld  computer  that  uses  point 
and  select  hierarchical  menus  to  combine 
patient  information  retrieved  from  the  main 
system.  The  system  is  capable  of  holding  data 
from  10  to  20  patients  and  is  priced  at  $500. 

MEDITECH  has  expanded  its  established 
client  base  in  hospitals  to  diversify  to  hospital 
affiliates.  MEDITECH  HIS  affiliates  include 
physicians'  offices,  outpatient  clinics,  home 
health  care  agencies,  and  reference 
laboratories. 

Financials 

Total  1995  revenue  reached  $143.7  million,  a 
16%  increase  over  1994  revenue  of  $124.1 
million.  A five-year  revenue  summary  follows: 


MEDITECH 


Five-Year  Revenue  Summary 

($  Millions) 


Fiscal  Year 

Item 

1995 

1994 

1993 

1992 

1991 

Revenue 

$143.7 

$124.1 

$105.3 

$92.3 

$78.0 

• Percent  change  from 

previous  year 

16% 

18% 

14% 

18% 

13% 
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Revenue  Analysis  by  Product /Service 
One  hundred  percent  of  MEDITECH’s  1995 
revenue  was  derived  from  software  products 
and  associated  support  services. 
Approximately  60%  was  derived  from 
applications  and  systems  software  licenses 
and  40%  from  software  maintenance 
agreements,  education,  and  training. 

Market  Financials 

Approximately  97%  of  MEDITECHs  1995 
revenue  was  derived  from  the  health  care 
industry  and  the  remaining  3%  from  OEMs 
and  computer  systems  distributors. 

Approximately  850  institutions  use 
MEDITECH  s products.  Of  these,  95%  are 
hospitals,  2.5%  are  clinics  and  2.5%  are 
prepaid  health  plan  administrators. 

Geographic  Markets 

Approximately  81%  of  MEDITECH’s  1995 
revenue  was  derived  from  the  U.S.,  15% 
from  Canada,  2%  from  Europe,  and  2%  from 
South  America,  the  Near  East  and  the  Far 
East. 

Employees 

As  of  December  31,  1995,  MEDITECH  had 
more  than  1,500  employees.  Currently,  the 
company  has  approximately  1,500 
employees. 

Key  Products  and  Services 

MEDITECH’s  products  run  on  Digital 
Equipment  Corporation  and  Data  General 
minicomputers,  including  the  new  Data 
General  RISC  machines.  Applications 
operate  under  MEDITECH’s  proprietary 
operating  system.  MAGIC,  and  Windows 
NT.  All  software  was  developed  by 
MEDITECH  and  operates  in  an  on-line, 
interactive  mode. 


MEDITECH’s  applications  modules  for 
hospital  patient  care  and  clinical, 
administrative,  and  financial  management 
requirements  can  be  used  independently  or 
as  part  of  an  integrated  system,  and  may 
interface  with  applications  from  other 
vendors. 

Patient  care  modules  include  the  following: 

• Admissions/Discharges/Transfers — 
collects  reservation  and  admission  data 
for  inpatients,  outpatients,  emergency 
room  and  surgical  day  care  patients; 
allows  retrieval  of  patients’  demographic 
data  from  previous  visits;  transfers 
demographic  and  insurance  data  to 
inpatient  status  when  required;  and 
produces  on-demand  management  reports 
on  hospital  patient  and  census 
information.  A total  of  633  systems  are 
installed. 

• Medical  Records — an  indexing  system 
that  works  in  conjunction  with  the 
Admissions/Discharges/Transfers  module. 
Medical  Records  retrieves  medical  record 
numbers  of  previously  admitted  patients 
and  assigns  unit  numbers  to  new 
patients;  handles  up  to  one  million  on-line 
record  numbers;  offers  multiple  name 
search  methods;  and  generates  reports  for 
reviewing  a hospital's  medical  record 
activities.  A total  of  631  systems  are 
installed. 

• Case  Mix  Management — an  optional 
feature  sold  with  Admissions/ 
Discharges/Transfers  and  Medical 
Records  modules  that  collects  and  reports 
patient  information  required  by 
prospective  payment  and  PSRO 
regulations;  assigns  DRGs  (diagnostic- 
related  groups)  based  on  assigned  ICD-9 
codes;  and  generates  reports  for 
monitoring  costs  as  reimbursement  limits 
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are  approached,  ensuring  patient  abstract 
completion,  and  analyzing  statistical  case 
mix  and  resource  consumption.  A total  of 
590  systems  are  installed. 

• Nursing — handles  all  clinical  and 
administrative  nursing  functions.  A total 
of  532  systems  are  currently  installed. 

• Community  Wide  Scheduling — maintains 
a master  schedule  for  organizing  each 
"provider,"  either  person,  department,  or 
equipment;  provides  for  on-line 
appointment  scheduling,  canceling, 
searching,  or  reviewing;  and  generates 
management  reports  on  available 
providers,  appointment  schedules,  and 
canceled  or  no  show  appointment  lists.  A 
total  of  444  systems  are  currently 
installed. 

• Office  Automation — an  information 
network  for  locating  personnel,  sending 
messages,  and  distributing  mail  within 
the  health  care  institution.  A total  of  522 
systems  are  currently  installed. 

MEDITECH’s  hne  of  clinical  application 

software  includes  the  following  modules: 

• The  Patient  Care  Inquiry  Option — collects 
patients’  clinical  and  administrative  data 
from  departmental  applications 
throughout  the  hospital  and  displays  it  by 
individual  patient.  Along  with  a patient's 
demographic  information,  all  past  and 
present  tests  and  procedures,  vital  signs, 
medication,  and  blood  bank  information 
are  displayed  in  tables  and  graphic 
formats.  Reports  entered  in  other 
department  applications  can  also  be 
displayed.  The  Patient  Care  Inquiry 
Option  is  MEDITECH's  precursor  to  an 
on-line,  electronic  medical  record.  A total 
of  526  systems  are  installed. 


• Pharmacy — maintains  patient  profiles 
that  can  be  checked  for  drug  and  allergy 
interactions  and  tracks  drug  usage; 
processes  orders,  schedules  refills,  and 
updates  inventory  levels;  calculates 
dosages  to  be  dispensed,  IV  drip  rates  and 
patient  charges;  and  generates 
management  reports  for  complying  with 
government  regulations.  A total  of  568 
systems  are  currently  installed. 

• Laboratory — a system  for  processing 
patient  laboratory  work  which  generates 
collection  lists,  labels  and  worksheets; 
captures  test  results  for  comparison 
against  normal  ranges  and  displays  result 
trends;  records  patient  charges;  and 
provides  for  on-line  inquiries,  reports,  and 
summaries.  A total  of  665  systems  are 
currently  installed. 

• Radiology — stores  patient  registration 
information,  demographic  data  and  exam 
history^  for  on-line  retrieval:  tracks  exam 
status  from  order  entry  through  report 
signing  and  records  charges;  provides  for 
on-line  report  dictation  of  test  results;  and 
generates  management  reports,  including 
status  of  exams,  work  accomplished  per 
day  per  shift,  and  a variety  of  statistical 
reports.  A film  locator  option  is  available 
for  tracking  radiology  films  within  the 
hospital  or  those  borrowed  from  or  on  loan 
to  outside  institutions.  A total  of  477 
systems  are  currently  installed. 

• Microbiology — a system  for  processing 
specimens  and  procedure  orders  in 
various  laboratories  such  as 
mycobacteriology,  bacteriology,  mycology, 
paristology,  virology  and  serology.  The 
system  provides  for  detection  of  isolated 
organisms  for  infection  control;  monitors 
quality  control;  provides  for  on-demand 
inquiries  about  test  results;  includes 
workload  statistics  for  analyzing  staff 
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requirements  for  specimen  processing; 
and  produces  daily  billing  statements, 
revenue  summaries,  and  reports  for 
management.  A total  of  628  systems  are 
currently  installed. 

• Anatomical  Pathology — an  on-line  text- 
handling system  for  recording,  storing, 
searching,  and  reporting  findings  of 
surgical  pathology,  cytology  and  autopsy 
departments.  Daily  billing  transaction 
and  revenue  reports,  workload  reports 
and  other  internal  lab  reports  can  be 
generated.  A total  of  486  systems  are 
currently  installed. 

• Blood  Bank — provides  for  on-line  inquiry 
and  storage  of  data  on  donor  recruitment 
and  donor  history,  cross-match  results, 
antibody  profiles  and  transfusion  data; 
flags  abnormal  test  results;  captures 
charges;  prints  mail-merge  documents 
and  telephone  lists;  issues  patient 
charges;  and  compiles  statistical  reports. 

A total  of  462  systems  are  currently 
installed. 

• Global  Report  Writer  Option — provides  a 
database  searching  tool  for  performing 
statistical  analyses  and  creating  database 
reports.  Features  include  English 
prompts,  on-line  report  definitions  and 
error  checking.  Users  can  create  and 
modify  structured  reports  that  include 
any  patient -related  information  stored  in 
their  MEDITECH  database.  A total  of 
281  systems  are  currently  installed. 

Financial  application  modules  available 

include  the  following: 

• Materials  Management — provides  for 
management  of  equipment  and  supphes 
purchasing  and  receiving,  inventory 
control,  supplies  usage,  equipment 
maintenance,  and  vendor  performance.  It 


also  prints  purchase  orders,  reports  and 
receiving  slips.  A total  of  395  systems  are 
currently  installed. 

• General  Ledger — supports  budgeting  and 
cost  allocation  functions  and  contains  six 
component  parts:  chart  of  accounts  and 
organizational  hierarchy,  bookkeeping, 
inquiry,  general  reporting,  budgeting, and 
cost  allocation.  It  also  includes  a report 
feature  capable  of  monthly  or  quarterly 
account  comparisons  and  a budgeting 
option.  A total  of  459  systems  are 
currently  installed. 

• Billing/Accounts  Receivable  (B/AR) — 
records  patient  charges,  allows  on-line 
account  inquiry,  prints  bills  and  claim 
forms,  and  provides  follow-up  and 
management  reports  on  demand.  A total 
of  506  systems  are  currently  installed. 

• Accounts  Payable — maintains  vendor  and 
invoice  information  for  on-line  inquiry; 
controls  check-writing  and  bookkeeping 
functions;  and  allows  direct  user  control  of 
posting,  reporting  and  checking  functions. 
A total  of  451  systems  are  currently 
installed. 

• Fixed-Asset  Accounting — allocates 
depreciation  expenses  of  fixed 
assets — such  as  land,  buildings  and 
movable  assets — among  hospital 
departments  and  forwards  depreciation 
expenses  to  the  General  Ledger  module. 

A total  of  459  systems  are  currently 
installed. 

• Payroll/Personnel — calculates  and  issues 
paychecks  from  employee  time-card 
information,  maintains  on-line  employee 
payroll  and  personnel  data,  controls 
position  openings  and  generates  payroll 
and  personnel  summary  reports.  A total 
of  424  systems  are  currently  installed. 
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• Cost  Accounting — enables  hospitals  to 
compare  the  cost  of  providing  services  to 
the  revenue  received  for  each  DRG  by 
extracting  patient  and  service  unit 
information  from  the  B/AR  module.  This 
information  can  be  used  to  identify 
services  that  are  most  profitable  or 
unprofitable  and  incorporate  the  past  and 
present  volume  and  cost  data  from 
General  Ledger  for  departmental  budget 
preparation  and  decision  making.  A total 
of  159  systems  are  currently  installed. 

Software  is  usually  sold  in  conjunction  with 
hardware  supplied  by  hardware 
manufacturers.  In  effect,  most  users 
receive  a turnkey  system. 

Pricing  of  perpetual  licenses  for  in-house 
software  is  dependent  on  the  size  and  type 
of  installation  required.  Current  prices  are 
available  upon  request  from  MEDITECH. 

MEDITECH's  operating  system.  MAGIC,  is 
a software  environment  for  the 
development  and  operation  of  application 
programs. 

• The  system  includes  an  operating 
system,  a programming  language,  a 
language  interpreter,  a database 
management  system  and  a set  of  utility 
programs.  It  was  developed  as  an 
enhancement  of  the  MUMPS  Operating 
System/Language,  originally  designed 
by  MEDITECH's  founder,  Mr. 
Pappalardo.  MAGIC  is  the  enhanced 
version  of  the  MIIS  Standard  that  also 
supported  microcomputers. 

• MAGIC  has  approximately  850 
installations.  It  is  licensed  directly  by 
MEDITECH.  License  fees,  like  product 
pricing,  are  dependent  on  the  size  and 
type  of  installation. 


Support  Services 

Customers  have  the  option  of  24-hour 
telephone  support  and/or  data  fink  services. 

Clients 

MEDITECH  currently  has  850  hospital 
customers  worldwide. 

Previously,  MEDITECH  undertook  custom 
applications  software  development  projects 
for  commercial  and  governmental 
institutions. 

Marketing  and  Sales 

MEDITECH  markets  its  products  through  a 
direct  sales  force  and  through  trade  show 
attendance. 

Alliances 

MEDITECH  is  an  Independent  Software 
Vendor  (ISV)  for  Digital  Equipment 
Corporation  and  Data  General  and  has  a 
close  working  relationship  with  these 
vendors.  Other  hardware  products 
recommended  by  MEDITECH  include  Wyse 
terminals  and  Espirit  hardware. 

Competitors 

MEDITECH’s  major  competitors  include 
hospital  information  systems  firms  and 
laboratory  information  systems  firms,  as 
follows: 

• Hospital  information  systems 
competitors:  Shared  Medical  Systems 
(SMS)  and  HBO  & Company 

• Laboratory  information  systems 
competitors:  Cerner  Corporation  and 
Sunquest  Information  Systems 

INPUT  Assessment 

MEDITECH  is  known  for  its  stability  in  the 
industry  and  is  currently  celebrating  its 
27th  year  in  business.  The  company  offers 
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a comprehensive  product  line  and  provides 
ongoing  system  updates  to  its  customers  at 
no  charge. 

A key  challenge  for  the  company  is 
managing  its  rapid  growth,  addressing  the 


issue  of  open  systems  and  client/server 
technology  relative  to  its  MAGIC 
proprietary  operating  system,  and 
continuing  to  offer  high-level  product 
support  to  its  customers  as  MEDITECH’s 
product  base  expands. 


o 
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Medical  Information  Technology,  Inc. 

(MEDITECH) 


Chairman:  A.  Neil  Pappalardo 

President:  Lawrence  A.  Polimeno 

MEDITECH  Circle 

C Westwood,  MA  02090 

Phone:  (617)821-3000 

Fax:  (617)  329-9977 


Status: 

Employees: 

Revenue: 

Fiscal  Year  End: 


Private 
1 ,200  (8/94) 
$ 105,300,000 
12/31/93 


- New,  enhanced  laboratory  information  system 

- Handheld  phlebotomy  system 

- Contract  management  capabilities 


Key  Points 

• Medical  Information  Technology,  Inc. 
(MEDITECH),  founded  in  1969,  provides 
applications  software  products  to  the  health 
care  industry. 


• Recent  new  product  announcements  include: 


- Nurse  Staffing  and  Scheduling 

- Nursing  Critical  Pathways 

- Budgeting  and  Forecasting  Module 


• MEDITECH  unveiled  its  Handheld  Point-of- 
Care  Computer  at  the  HIMMS  1993 
Conference.  The  system  allows  health  care 
providers  to  view  patient  data  and  document 
patient  care  at  the  bedside  using  a device  about 
the  size  of  a television  remote  control. 

• MEDITECH's  Optical  Disk  Archiving  system 
stores  and  retrieves  information  from 
MEDITECH  HIS  and  from  sources  outside  the 
MEDITECH  system.  This  system  provides 
direct  data  storage  and  retrieval,  document 
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scanning  and  image  storage,  jukeboxes  and 
platters. 

• MEDITECH's  Executive  Support  System 
(ESS)  offers  hospital  executives  and 
department  managers  a powerful  tool  to  gather 
and  analyze  information  from  multiple  hospital 
databases.  ESS  offers  summary  and  detail 
information  from  all  departments,  historical 
information,  standard  and  individualized 
reports,  comparative  data  and  period  analysis 
capabilities,  as  well  as  a graphical  user 
interface. 

• MEDITECH  also  offers  easy  access  to  an 
integrated  display  of  patient  information.  This 
option  is  called  the  Patient  Care  Inquiry  option 
(PCI). 

Company  Description 

Medical  Information  Technology,  Inc. 
(MEDITECH),  founded  in  1 969,  provides 
applications  software  products  to  the  health  care 
industry.  The  company  licenses  its  financial, 
clinical,  administrative  and  patient  care 
applications  to  hospitals  and  their  affiliates, 
including  clinics,  physician's  offices,  nursing 
homes,  home  health  care  agencies  and 
independent  labs. 


Organization  and  Structure 

In  addition  to  its  headquarters  in  Westwood 
(MA),  MEDITECH  has  the  following  office 
locations:  Canton,  (MA),  Cambridge  (MA)  and 
Norwood  (MA). 

Company  Strategy 

MEDITECH  has  moved  ahead  to  address  two 
significant  opportunities  in  the  health  care  market, 
point-of-care  integration  of  patient  information 
and  integrated  information  systems  for  outpatient 
care  networks. 

In  1993,  MEDITECH  announced  a new  POC 
device,  a handheld  computer  that  uses  point  and 
select  hierarchical  menus  to  combine  patient 
information  retrieved  from  the  main  system.  The 
system  is  capable  of  holding  data  from  10  to  20 
patients  and  is  priced  at  $500. 

MEDITECH  has  expanded  its  established  client 
base  in  hospitals  to  diversify  to  hospital  affiliates. 
MEDITECH  HIS  affiliates  include  physician's 
offices,  outpatient  clinics,  home  health  care 
agencies  and  reference  laboratories. 

Financials 

Total  1993  revenue  reached  $105.3  million,  a 
14%  increase  over  1992  revenue  of  $92.3  million. 
A five-year  revenue  summary  follows: 


MEDITECH 


Five-Year  Revenue  Summary 

($  Millions) 


Fiscal  Year 

Item 

1993 

1992 

1991 

1990 

1989 

Revenue 

$105.3 

$92.3 

$78.0 

$69.0 

$48.7 

• Percent  change  from 
previous  year 

14% 

18% 

13% 

42% 

22% 
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Revenue  Analysis  by  Product/ Service 

One  hundred  percent  of  MEDITECH’s  1993 
revenue  was  derived  from  software  products 
and  associated  support  services. 
Approximately  60%  was  derived  from 
applications  and  systems  software  licenses  and 
40%  from  software  maintenance  agreements, 
education  and  training. 

Market  Financials 

Approximately  97%  of  MEDITECH’s  1993 
revenue  was  derived  from  the  health  care 
industry  and  the  remaining  3%  from  OEMs 
and  computer  systems  distributors. 

Approximately  580  institutions  use 
MEDITECH's  products.  Of  these,  95%  are 
hospitals,  2.5%  are  clinics  and  2.5%  are 
prepaid  health  plans. 

Geographic  Markets 

Approximately  81%  of  MEDITECH’s  1993 
revenue  was  derived  from  the  U.S.,  15%  from 
Canada,  2%  from  Europe  and  2%  from  South 
America,  the  Near  East  and  the  Far  East. 

Employees 

As  of  December  31,  1993,  MEDITECH  had 
close  to  1,000  employees.  Currently,  the 
company  currently  has  approximately  1 ,200 
employees. 

Key  Products  and  Services 

MEDITECH's  products  run  on  DEC  and  Data 
General  minicomputers,  including  the  new 
Data  General  RISC  machines.  Applications 
operate  under  MEDITECH's  proprietary 
operating  system  MAGIC.  All  software  was 
developed  by  MEDITECH  and  operates  in  an 
on-line,  interactive  mode. 
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MEDITECH's  applications  modules  for 
hospital  patient  care  and  clinical, 
administrative,  and  financial  management 
requirements  can  be  used  independently  or  as 
part  of  an  integrated  system  and  may  interface 
with  applications  from  other  vendors. 

Patient  care  modules  include  the  following: 

• Admissions/Discharges/Transfers — collects 
reservation  and  admission  data  for  inpatients, 
outpatients,  emergency  room  and  surgical 
day  care  patients;  allows  retrieval  of  patients 
demographic  data  from  previous  visits; 
transfers  demographic  and  insurance  data  to 
inpatient  status  when  required;  and  produces 
on-demand  management  reports  on  hospital 
patient  and  census  information.  A total  of 
371  systems  are  installed. 

• Medical  Records — an  indexing  system  that 
works  in  conjunction  with  the 
Admissions/Discharges/Transfers  module. 
Medical  Records  retrieves  medical  record 
numbers  of  previously  admitted  patients  and 
assigns  unit  numbers  to  new  patients; 
handles  up  to  1 million  on-line  record 
numbers;  offers  multiple  name  search 
methods;  and  generates  reports  for  reviewing 
a hospital's  medical  record  activities.  A total 
of  368  systems  are  installed. 

• Case  Mix  Management — an  optional  feature 
sold  with  Admission/Discharges/Transfers 
and  Medical  Records  modules  that  collects 
and  reports  patient  information  required  by 
prospective  payment  and  PSRO  regulations; 
assigns  DRGs  (diagnostic-related  groups) 
based  on  assigned  ICD-9  codes;  and 
generates  reports  for  monitoring  costs  as 
reimbursement  limits  are  approached, 
ensuring  patient  abstract  completion,  and 
analyzing  statistical  case  mix  and  resource 
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consumption.  A total  of  322  systems  are 
installed. 

MEDITECH's  line  of  clinical  application 
software  includes  the  following  modules: 

• Nurse  Station  Communications — stores 
patients'  demographic,  dietary  and  routine 
medical  information  for  on-line  review  and 
updating;  shows  orders,  messages  and 
procedure  results  entered  for  a patient;  acts 
as  a message  center  for  ordering  medical 
procedures  and  housekeeping  tasks;  captures 
charges  as  orders  are  entered;  and  generates 
nursing  management  reports  and  statistics 
for  analyzing  patient  data.  A total  of  281 
systems  are  installed. 

• Nursing  Acuity/Workload  Management — an 
optional  feature  of  the  Nurse  Station 
Communications  module  that  uses  patient 

• The  Patient  Care  Inquiry  Option — collects 
patients'  clinical  and  administrative  data  from 
departmental  applications  throughout  the 
hospital  and  displays  it  by  individual  patient. 
Along  with  a patient's  demographic 
information,  all  past  and  present  tests  and 
procedures,  vital  signs,  medication  and  blood 
bank  information  are  displayed  in  tables  and 
graphic  formats.  Reports  entered  in  other 
department  applications  can  also  be 
displayed.  The  Patient  Care  Inquiry  Option 
is  MEDITECH's  precursor  to  an  on-line, 
electronic  medical  record.  A total  of  257 
systems  are  installed. 

care  nursing  information  to  automate  the 
determination  of  patient  care  requirements 
such  as  care  hours  required  and  staffing  mix 
needed  at  each  unit;  and  allows  monitoring 
of  quality  of  care  and  analysis  of  trends  in 
staffing  needs.  A total  of  1 92  systems  are 
installed. 

• Resource/ Appointment  Scheduling — 
maintains  a master  schedule  for  organizing 

• Pharmacy — maintains  patient  profiles  that 
can  be  checked  for  drug  and  allergy 
interactions  and  tracks  drug  usage;  processes 
orders,  schedules  refills,  updates  inventory 
levels  and  calculates  dosages  to  be 
dispensed,  IV  drip  rates  and  patient  charges; 
and  generates  management  reports  for 
complying  with  government  regulations.  A 
total  of  328  systems  are  currently  installed. 

each  "provider,"  either  person,  department, 
or  equipment;  provides  for  on-line 
appointment  scheduling,  cancelling, 
searching,  or  reviewing;  and  generates 
management  reports  on  available  providers, 
appointment  schedules  and  cancelled  or  no 
show  appointment  lists.  A total  of  216 
systems  are  currently  installed. 

• Laboratory — a system  for  processing  patient 
laboratory  work  which  generates  collection 
lists,  labels  and  worksheets;  captures  test 
results  for  comparison  against  normal  ranges 
and  displays  result  trends;  records  patient 
charges  and  provides  for  on-line  inquiries, 
reports  and  summaries.  A total  of  413 
systems  are  currently  installed. 

• Mail/Registry — an  information  network  for 
locating  personnel,  sending  messages  and 
distributing  mail  within  the  health  care 
institution.  A total  of  264  systems  are 
currently  installed. 

» 

• Radiology — stores  patient  registration 
information,  demographic  data  and  exam 
history  for  on-line  retrieval;  tracks  exam 
status  from  order  entry  through  report 
signing  and  records  charges;  provides  for  on- 
line report  dictation  of  test  results;  and 
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generates  management  reports  including 
status  of  exams,  work  accomplished  per  day 
per  shift,  and  a variety  of  statistical  reports. 

A film  locator  option  is  available  for  tracking 
radiology  films  within  the  hospital  or  those 
borrowed  from  or  on  loan  to  outside 
institutions.  A total  of  272  systems  are 
currently  installed. 

• Microbiology — a system  for  processing 
specimens  and  procedure  orders  in  various 
laboratories  such  as  mycobacteriology, 
bacteriology,  mycology,  paristology, 
virology  and  serology.  The  system  provides 
for  detection  of  isolated  organisms  for 
infection  control;  monitors  quality  control; 
provides  for  on-demand  inquiries  about  test 
results;  includes  workload  statistics  for 
analyzing  staff  requirements  for  specimen 
processing;  and  produces  daily  billing 
statements,  revenue  summaries  and  reports 
for  management.  A total  of  389  systems  are 
currently  installed. 

• Anatomical  Pathology — an  on-line  text- 
handling system  for  recording,  storing, 
searching,  and  reporting  findings  of  surgical 
pathology,  cytology  and  autopsy 
departments.  Daily  billing  transaction  and 
revenue  reports,  workload  reports  and  other 
internal  lab  reports  can  be  generated.  A total 
of  278  systems  are  currently  installed. 

• Blood  Bank — provides  for  on-line  inquiry 
and  storage  of  data  on  donor  recruitment 
and  donor  history,  cross-match  results, 
antibody  profiles  and  transfusion  data;  flags 
abnormal  test  results;  captures  charges; 
prints  mail  merge  documents  and  telephone 
lists;  issues  patient  charges;  and  compiles 
statistical  reports.  A total  of  255  systems  are 
currently  installed. 


• Global  Report  Writer  Option — provides  a 
data  base  searching  tool  for  performing 
statistical  analyses  and  creating  database 
reports.  Features  include  English  prompts, 
on-line  report  definitions  and  error  checking. 
Users  can  create  and  modify  structured 
reports  that  include  any  patient-related 
information  stored  in  their  MEDITECH 
database.  A total  of  224  systems  are 
currently  installed. 

Financial  application  modules  available  include 

the  following: 

• Materials  Management — provides  for 
management  of  equipment  and  supplies 
purchasing  and  receiving,  inventory  control, 
supplies  usage,  equipment  maintenance  and 
vendor  performance.  It  also  prints  purchase 
orders,  reports  and  receiving  slips.  A total 
of  302  systems  are  currently  installed. 

• General  Ledger — supports  budgeting  and 
cost  allocation  functions  and  contains  six 
component  parts:  chart  of  accounts  and 
organizational  hierarchy,  bookkeeping, 
inquiry,  general  reporting,  budgeting  and 
cost  allocation.  It  also  includes  a report 
feature  capable  of  monthly  or  quarterly 
account  comparisons  and  a budgeting 
option.  A total  of  345  systems  are  currently 
installed. 

• Billing/ Accounts  Receivable  (B/AR) — 
records  patient  charges,  allows  on-line 
account  inquiry,  prints  bills  and  claim  forms 
and  provides  follow-up  and  management 
reports  on  demand.  A total  of  354  systems 
are  currently  installed. 

• Physicians'  Billing/ Accounts  Receivable 
Option — an  optional  feature  of  the  B/AR 
module  for  providing  individual  billing 
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systems  to  a hospital's  medical  staff.  This 
feature  pulls  charges  from  hospital  records 
and  posts  professional  fees  to  the 
appropriate  physicians'  billing  systems. 

• Accounts  Payable — maintains  vendor  and 
invoice  information  for  on-line  inquiry; 
controls  check  writing  and  bookkeeping 
functions;  and  allows  direct  user  control  of 
posting,  reporting  and  checking  functions.  A 
total  of  343  systems  are  currently  installed. 

• Fixed- Asset  Accounting — allocates 
depreciation  expenses  of  fixed  assets — such 
as  land,  buildings  and  movable  assets — 
among  hospital  departments  and  forwards 
depreciation  expenses  to  the  General  Ledger 
module.  A total  of  228  systems  are  currently 
installed. 

• Payroll/Personnel — calculates  and  issues 
paychecks  from  employee  time-card 
information,  maintains  on-line  employee 
payroll  and  personnel  data,  controls  position 
openings  and  generates  payroll  and 
personnel  summary  reports.  A total  of  3 1 9 
systems  are  currently  installed. 

• Cost  Accounting — enables  hospitals  to 
compare  the  cost  of  providing  services  to  the 
revenue  received  for  each  DRG  by  extracting 
patient  and  service  unit  information  from  the 
B/AR  module.  This  information  can  be  used 
to  identify  services  that  are  most  profitable 
or  unprofitable  and  incorporate  the  past  and 
present  volume  and  cost  data  from  General 
Ledger  for  departmental  budget  preparation 
and  decision  making.  A total  of  100  systems 
are  currently  installed. 

MAGIC™  Office — combines  word  processing 

with  mail  list  features,  spreadsheet,  electronic 

mail,  personal  database  management,  remote 


processing  and  staff  registry  features  into  an 
integrated  information  management  package. 
A total  of  241  systems  are  currently  installed. 


MEDITECH  has  developed  the  General  Data 
Search  (GDS)  option  for  use  with  the 
application  modules  in  order  to  access  and 
select  database  information  for  compiling  files 
for  statistical  studies  without  altering  database 
elements. 


Software  is  usually  sold  in  conjunction  with 
hardware  supplied  by  hardware  manufacturers. 
MEDITECH  is  an  Independent  Software 
Vendor  (ISV)  for  DEC  and  Data  General  and 
has  a close  working  relationship  with  these 
vendors.  Other  hardware  products 
recommended  by  MEDITECH  include  Wyse 
terminals  and  Espirit  hardware.  In  effect,  most 
users  receive  a turnkey  system. 


Pricing  of  perpetual  licenses  for  in-house 
software  is  dependent  on  the  size  and  type  of 
installation  required.  Current  prices  are 
available  upon  request  from  MEDITECH. 


MEDITECH's  operating  system — MAGIC — is 
a software  environment  for  the  development 
and  operation  of  application  programs. 


• The  system  includes  an  operating  system,  a 
programming  language,  a language 
interpreter,  a database  management  system 
and  a set  of  utility  programs.  It  was 
developed  as  an  enhancement  of  the 
MUMPS  Operating  System/Language, 
originally  designed  by  MEDITECH's 
founder,  Mr.  Pappalardo.  MAGIC  is  the 
enhanced  version  of  the  MIIS  Standard  that 
also  supported  microcomputers. 


• MAGIC  has  approximately  536  installations. 
It  is  licensed  directly  by  MEDITECH. 
License  fees,  like  product  pricing,  are 
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dependent  on  the  size  and  type  of 
installation. 

Support  Services 

Customers  have  the  option  of  24-hour 
telephone  support  and/or  data  link  services. 

Clients 

MEDITECH  currently  has  580  hospital 
customers  worldwide. 


Previously,  MEDITECH  undertook  custom 
applications  software  development  projects  for 
commercial  and  governmental  institutions. 

Marketing  and  Sales 

MEDITECH  markets  its  products  through  a 
direct  sales  force  and  through  trade  show 
attendance. 


Alliances 

MEDITECH  is  an  Independent  Software 
Vendor  (ISV)  for  DEC  and  Data  General  and 
has  a close  working  relationship  with  these 
vendors.  Other  hardware  products 
recommended  by  MEDITECH  include  Wyse 
terminals  and  Espirit  hardware. 


Competitors 

MEDITECH's  major  competitors  include 
hospital  information  systems  firms  and 
laboratory  information  systems  firms,  as 
follows: 


• Hospital  information  systems  competitors: 
First  Data  Corporation,  Shared  Medical 
Systems  (SMS)  and  HBO  & Company 

• Laboratory  information  systems  competitors: 
Cemer  Corporation  and  Sunquest 
Information  Systems 

c 


INPUT  Assessment 

MEDITECH  is  known  for  its  stability  in  the 
industry  and  is  currently  celebrating  its  25th 
year  in  business.  The  company  offers  a 
comprehensive  product  line  and  provides 
ongoing  system  updates  to  its  customers  at  no 
charge. 

A key  challenge  for  the  company  is  managing 
its  rapid  growth,  addressing  the  issue  of  open 
systems  and  client/server  technology  relative  to 
its  MAGIC  proprietary  operating  system,  and 
continuing  to  offer  high-level  product  support 
to  its  customers  as  MEDITECH’s  product 
base  expands. 
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COMPANY 

PROFILE 


MEDICAL  INFORMATION 
TECHNOLOGY,  INC. 

MEDITECH  Circle 
Westwood,  MA  02090 
Phone:  (617)821-3000 

Fax:  (617)329-9977 


President: 

Status: 

Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 
*INPUT  Estimate 


A.  Neil  Pappalardo 
Private  Corporation 
1027 
$92,300,000* 
12/31/92 


Key  Points 


Medical  Information  Technology,  Inc.  (MEDITECH),  founded  in 
1969,  provides  applications  software  products  to  the  health  care 
industry. 

MEDITECH  unveiled  its  Handheld  Point-of-care  Computer  at  the 
HIMMS  1993  Conference.  The  system  allows  health  care  providers 
to  view  patient  data  and  document  patient  care  at  the  bedside  using 
a device  about  the  size  of  a television  remote  control. 

MEDITECH's  Optical  Disk  Archiving  system  stores  and  retrieves 
information  from  both  MEDITECH  HIS  and  from  sources  outside 
the  MEDITECH  system.  This  system  provides  direct  data  storage 
and  retrieval,  document  scanning  and  image  storage,  jukeboxes  and 
platters. 

MEDITECH's  Executive  Support  System  (ESS)  offers  hospital 
executives  and  department  managers  a powerful  tool  to  gather  and 
analyze  information  from  multiple  hospital  data  bases.  ESS  offers 
summary  and  detail  information  from  all  departments,  historical 
information,  standard  and  individualized  reports,  comparative  data 
and  period  analysis  capabilities,  and  a graphical  user  interface. 

MEDITECH  also  offers  easy  access  to  an  integrated  display  of 
patient  information.  This  option  is  called  the  Patient  Care  Inquiry 
Option  (PCI). 
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Company 

Description 

Medical  Information  Technology,  Inc.  (MEDITECH),  founded  in  1969, 
provides  applications  software  products  to  the  health  care  industry. 

The  company  licenses  its  financial,  clinical,  administrative,  and  patient 
care  applications  to  hospitals,  and  their  affiliates,  including  clinics, 
physician's  offices,  nursing  homes,  home  health  care  agencies,  and 
independent  labs. 

In  1976,  MEDITECH  moved  away  from  shared  systems  toward  in- 
house  systems  and  has  virtually  discontinued  its  remote  computing 
activities  except  for  a very  small  percentage  of  clients. 

Operations/ 

Structure 

, In  addition  to  its  headquarter  location  in  Westwood  (MA), 
MEDITECH  has  the  following  office  locations:  Canton,  (MA), 
Cambridge  (MA)  and  Norwood  (MA). 

Strategy 

MEDITECH  has  moved  ahead  to  address  two  significant  opportunities 
in  the  health  care  market,  point-of-care  integration  of  patient 
information  and  integrated  information  systems  for  outpatient  care 
networks. 

In  1993,  MEDITECH  announced  a new  POC  device,  a handheld 
computer  that  uses  point  and  select  hierarchical  menus  to  combine 
patient  information  retrieved  from  the  main  system.  The  system  is 
capable  of  holding  data  from  10  to  20  patients  and  is  priced  at  $500. 

MEDITECH  has  also  used  its  established  client  base  in  hospitals  to 
diversify  to  hospital  affiliates.  MEDITECH  HIS  affiliates  include 
physician's  offices,  outpatient  clinics,  home  health  care  agencies,  and 
reference  laboratories. 

Financials 

Total  1992  revenue  reached  $92.3  million,  an  18%  increase  over  1991 
revenue  of  $78  million.  A five-year  revenue  summary  follows: 
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MEDITECH 

FIVE-YEAR  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

1992 

1991 

1990 

1989 

1988 

Revenue 

$92.3 

$78 

$69 

$48.7 

$40.0 

• Percent  increase 
from  previous  year 

18% 

13% 

42% 

22% 

25% 

Competition  MEDITECH's  major  competitors  include  hospital  information  systems 

firms  and  laboratory  information  systems  firms,  as  follows: 

• Hospital  information  systems  competitors:  First  Data  Corporation, 
Shared  Medical  Systems  (SMS),  and  HBO  & Company 

• Laboratory  information  systems  competitors:  Cerner  Corporation 
and  Sunquest  Information  Systems 


Key  Products  and  One  hundred  percent  of  MEDITECH's  1992  revenue  was  derived  from 
Services  software  products  and  associated  support  services.  Approximately  60% 

was  derived  from  applications  and  systems  software  licenses  and  40% 
from  software  maintenance  agreements,  education,  and  training. 

Approximately  536  institutions  use  MEDITECH's  products.  Of  these, 
95%  are  hospitals,  2.5%  are  clinics,  and  2.5%  are  prepaid  health  plans. 

MEDITECH's  products  run  on  DEC  and  Data  General  minicomputers, 
including  the  new  Data  General  RISC  machines.  Applications  operate 
under  MEDITECH's  proprietary  operating  system  MIIS/MAGIC.  All 
software  was  developed  by  MEDITECH  and  operates  in  an  on-line, 
interactive  mode. 

MEDITECH's  applications  modules  for  hospital  patient  care  and 
clinical,  administrative,  and  financial  management  requirements  can  be 
used  independently  or  as  part  of  an  integrated  system  and  may 
interface  with  applications  from  other  vendors. 

• Patient  care  modules  include  the  following: 
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- Admissions/Discharges/Transfers  collects  reservation  and 
admission  data  for  inpatients,  outpatients,  emergency  room,  and 
surgical  day  care  patients;  allows  retrieval  of  patients 
demographic  data  from  previous  visits;  transfers  demographic  and 
insurance  data  to  inpatient  status  when  required;  and  produces 
on-demand  management  reports  on  hospital  patient  and  census 
information.  A total  of  295  systems  are  installed. 

- Medical  Records  is  an  indexing  system  that  works  in  conjunction 
with  the  Admissions/Discharges/Transfers  module.  Medical 
Records  retrieves  medical  record  numbers  of  previously  admitted 
patients  and  assigns  unit  numbers  to  new  patients;  handles  up  to  1 
million  on-line  record  numbers;  offers  multiple  name  search 
methods;  and  generates  reports  for  reviewing  a hospital's  medical 
record  activities.  A total  of  293  systems  are  installed. 

- Case  Mix  Management  is  an  optional  feature  sold  with 
Admission/Discharges/Transfers  and  Medical  Records  modules 
that  collects  and  reports  patient  information  required  by 
prospective  payment  and  PSRO  regulations;  assigns  DRGs 
(diagnostic  related  groups)  based  on  assigned  ICD-9  codes;  and 
generates  reports  for  monitoring  costs  as  reimbursement  limits 
are  approached,  ensuring  patient  abstract  completion,  and 
analyzing  statistical  case  mix  and  resource  consumption.  A total 
of  249  systems  are  installed. 

- Nurse  Station  Communications  stores  patients'  demographic, 
dietary,  and  routine  medical  information  for  on-line  review  and 
updating;  shows  orders,  messages,  and  procedure  results  entered 
for  a patient;  acts  as  a message  center  for  ordering  medical 
procedures  and  housekeeping  tasks;  captures  charges  as  orders 
are  entered;  and  generates  nursing  management  reports  and 
statistics  for  analyzing  patient  data.  A total  of  234  systems  are 
installed. 

- Nursing  Acuity/VVorkload  Management  is  an  optional  feature  of 
the  Nurse  Station  Communications  module  that  uses  patient  care 
nursing  information  to  automate  the  determination  of  patient 
care  requirements  such  as  care  hours  required  and  staffing  mix 
needed  at  each  unit;  and  allows  monitoring  of  quality  of  care  and 
analysis  of  trends  in  staffing  needs.  A total  of  164  systems  are 
installed. 

- Resource/Appointment  Scheduling  maintains  a master  schedule 
for  organizing  each  "provider,"  either  person,  department,  or 
equipment;  provides  for  on-line  appointment  scheduling, 
cancelling,  searching,  or  reviewing;  and  generates  management 
reports  on  available  providers,  appointment  schedules,  and 
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cancelled  or  no  show  appointment  lists.  A total  of  162  systems 
are  currently  installed. 

- Mail/Registry  is  an  information  network  for  locating  personnel, 
sending  messages,  and  distributing  mail  within  the  health  care 
institution.  A total  of  196  systems  are  currently  installed. 

MEDITECH's  line  of  clinical  application  software  includes  the 

following  modules: 

- The  Patient  Care  Inquiry  Option  collects  patients'  clinical  and 
administrative  data  from  departmental  applications  throughout 
the  hospital  and  displays  it  by  individual  patient.  Along  with  a 
patient's  demographic  information,  all  past  and  present  tests  and 
procedures,  vital  signs,  medication,  and  blood  bank  information 
are  displayed  in  tables  and  graphic  formats.  Reports  entered  in 
other  department  applications  can  also  be  displayed.  The  Patient 
Care  Inquiry  Option  is  MEDITECH's  precursor  to  an  on-line, 
electronic  medical  record.  A total  of  187  systems  are  installed. 

- Pharmacy  maintains  patient  profiles  that  can  be  checked  for  drug 
and  allergy  interactions  and  tracks  drug  usage;  processes  orders, 
schedules  refills,  updates  inventory  levels,  and  calculates  dosages 
to  be  dispensed,  IV  drip  rates,  and  patient  charges;  and  generates 
management  reports  for  complying  with  government  regulations. 
A total  of  261  systems  are  currently  installed. 

- Laboratory  is  a system  for  processing  patient  laboratory  work 
which  generates  collection  lists,  labels,  and  worksheets;  captures 
test  results  for  comparison  against  normal  ranges  and  displays 
result  trends;  records  patient  charges;  and  provides  for  on-line 
inquiries,  reports,  and  summaries.  A total  of  344  systems  are 
currently  installed. 

- Radiology  stores  patient  registration  information,  demographic 
data,  and  exam  history  for  on-line  retrieval;  tracks  exam  status 
from  order  entry  through  report  signing  and  records  charges; 
provides  for  on-line  report  dictation  of  test  results;  and  generates 
management  reports  including  status  of  exams,  work 
accomplished  per  day  per  shift,  and  a variety  of  statistical  reports. 
A film  locator  option  is  available  for  tracking  radiology  films 
within  the  hospital  or  those  borrowed  from  or  on  loan  to  outside 
institutions.  A total  of  209  systems  are  currently  installed. 

- Microbiology  is  a system  for  processing  specimens  and  procedure 
orders  in  various  laboratories  such  as  mycobacteriology, 
bacteriology,  mycology,  paristology,  virology,  and  serology.  The 
system  provides  for  detection  of  isolated  organisms  for  infection 
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control;  monitors  quality  control;  provides  for  on-demand 
inquiries  about  test  results;  includes  workload  statistics  for 
analyzing  staff  requirements  for  specimen  processing;  and 
produces  daily  billing  statements,  revenue  summaries,  and  reports 
for  management.  A total  of  322  systems  are  currently  installed. 

- Anatomical  Pathology  is  an  on-line  text-handling  system  for 
recording,  storing,  searching,  and  reporting  findings  of  surgical 
pathology,  cytology,  and  autopsy  departments.  Daily  billing 
transaction  and  revenue  reports,  workload  reports,  and  other 
internal  lab  reports  can  be  generated.  A total  of  228  systems  are 
currently  installed. 

- Blood  Bank  provides  for  on-line  inquiry  and  storage  of  data  on 
donor  recruitment  and  donor  history,  cross-match  results, 
antibody  profiles,  and  transfusion  data;  flags  abnormal  test 
results;  captures  charges;  prints  mail  merge  documents  and 
telephone  lists;  issues  patient  charges;  and  compiles  statistical 
reports.  A total  of  202  systems  are  currently  installed. 

- Global  Report  Writer  Option  provides  a data  base  searching  tool 
for  performing  statistical  analyses  and  creating  data  base  reports. 
Features  include  English  prompts,  on-line  report  definitions,  and 
error  checking.  Users  can  create  and  modify  structured  reports 
that  include  any  patient-related  information  stored  in  their 
MEDITECH  data  base.  A total  of  1 15  systems  are  currently 
installed. 

• Financial  application  modules  available  include  the  following: 

- Materials  Management  provides  for  management  of  equipment 
and  supplies  purchasing  and  receiving,  inventory  control,  supplies 
usage,  equipment  maintenance,  and  vendor  performance.  It  also 
prints  purchase  orders,  reports,  and  receiving  slips.  A total  of  244 
systems  are  currently  installed. 

- General  Ledger  supports  budgeting  and  cost  allocation  functions 
and  contains  six  component  parts:  chart  of  accounts  and 
organizational  hierarchy,  bookkeeping,  inquiry,  general  reporting, 
budgeting,  and  cost  allocation.  It  also  includes  a report  feature 
capable  of  monthly  or  quarterly  account  comparisons  and  a 
budgeting  option.  A total  of  277  systems  are  currently  installed. 

- Billing/ Accounts  Receivable  (B/AR)  records  patient  charges, 
allows  on-line  account  inquiry,  prints  bills  and  claim  forms,  and 
provides  follow-up  and  management  reports  on  demand.  A total 
of  285  systems  are  currently  installed. 
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Physicians'  Billing/ Accounts  Receivable  Option  is  an  optional 
feature  of  the  B/AR  module  for  providing  individual  billing 
systems  to  a hospital's  medical  staff.  This  feature  pulls 
charges  from  hospital  records  and  posts  professional  fees  to 
the  appropriate  physicians'  billing  systems. 

- Accounts  Payable  maintains  vendor  and  invoice  information  for 
on-line  inquiry;  controls  check  writing  and  bookkeeping  functions; 
and  allows  direct  user  control  of  posting,  reporting,  and  checking 
functions.  A total  of  274  systems  are  currently  installed. 

- Fixed-Asset  Accounting  allocates  depreciation  expenses  of  fixed 
assets  - such  as  land,  buildings,  and  movable  assets  - among 
hospital  departments  and  forwards  depreciation  expenses  to  the 
General  Ledger  module.  A total  of  186  systems  are  currently 
installed. 

- Payroll/Personnel  calculates  and  issues  paychecks  from  employee 
time-card  information,  maintains  on-line  employee  payroll  and 
personnel  data,  controls  position  openings,  and  generates  payroll 
and  personnel  summary  reports.  A total  of  251  systems  are 
currently  installed. 

- Cost  Accounting  enables  hospitals  to  compare  the  cost  of 
providing  services  to  the  revenue  received  for  each  DRG  by 
extracting  patient  and  service  unit  information  from  the  B/AR 
module.  This  information  can  be  used  to  identify  services  that  are 
most  profitable  or  unprofitable  and  to  incorporate  the  past  and 
present  volume  and  cost  data  from  General  Ledger  for 
departmental  budget  preparation  and  decision  making.  A total  of 
70  systems  are  currently  installed. 

- MAGIC™  Office  combines  word  processing  with  mail  list  features, 
spreadsheet,  electronic  mail,  personal  data  base  management, 
remote  processing,  and  staff  registry  features  into  an  integrated 
information  management  package.  A total  of  196  systems  are 
currently  installed. 

■ MEDITECH  has  developed  the  General  Data  Search  (GDS) 

Option  for  use  with  the  application  modules  in  order  to  access  and 
select  data  base  information  for  compiling  files  for  statistical  studies 
without  altering  data  base  elements. 

Software  is  usually  sold  in  conjunction  with  hardware  supplied  by 
hardware  manufacturers.  MEDITECH  is  an  Independent  Software 
Vendor  (ISV)  for  DEC  and  Data  General  and  has  a close  working 
relationship  with  these  vendors.  Other  hardware  products 
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Alliances 


Clients 


recommended  by  MEDITECH  include  Wyse  terminals  and  Espirit 
hardware.  In  effect,  most  end-users  receive  a turnkey  system. 

Pricing  of  perpetual  licenses  for  in-house  software  is  dependent  on  the 
size  and  type  of  installation  required.  Current  prices  are  available 
upon  request  from  MEDITECH. 

MEDITECH’s  operating  system,  MIIS/MAGIC,  is  a software 
environment  for  the  development  and  operation  of  application 
programs. 

• The  system  includes  an  operating  system,  a programming  language,  a 
language  interpreter,  a data  base  management  system,  and  a set  of 
utility  programs.  It  was  developed  as  an  enhancement  of  the 
MUMPS  Operating  System/Language,  originally  designed  by 
MEDITECH's  founder,  Mr.  Pappalardo.  MIIS/MAGIC  is  the 
enhanced  version  of  the  MIIS  Standard  that  also  supported 
microcomputers. 

• MIIS/MAGIC  has  approximately  536  installations.  It  is  licensed 
directly  by  MEDITECH,  as  well  as  by  many  OEMs  and  distributors, 
who  use  it  to  develop  medical  and  nonmedical  applications.  License 
fees,  like  product  pricing,  are  dependent  on  the  size  and  type  of 
installation. 

Support  Services 

Customers  have  the  option  of  24-hour  telephone  support  and/or  data 
link  services. 


MEDITECH  is  an  Independent  Software  Vendor  (ISV)  for  DEC  and 
Data  General  and  has  a close  working  relationship  with  these  vendors. 
Other  hardware  products  recommended  by  MEDITECH  include  Wyse 
terminals  and  Espirit  hardware. 


MEDITECH  has  approximately  536  hospital  customers  worldwide. 

Previously,  MEDITECH  undertook  custom  applications  software 
development  projects  for  commercial  and  governmental  institutions. 
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Industry  Markets 


Geographic 

Markets 


Approximately  97%  of  MEDITECH's  1992  revenue  was  derived  from 
the  medical/hospital  industry,  and  the  remaining  3%  from  OEMs  and 
computer  systems  distributors. 


Approximately  81%  of  MEDITECH's  1992  revenue  was  derived  from 
the  U.S.,  15%  from  Canada,  2%  from  Europe,  and  2%  from  South 
America,  the  Near  East,  and  the  Far  East. 
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MEDICAL  INFORMATION 
TECHNOLOGY,  INC. 

MEDITECH  Circle 
Westwood,  MA  02090 
Phone:  (617)821-3000 

Fax:  (617)329-9977 


President: 

Status: 

Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 
*INPUT  Estimate 


A.  Neil  Pappalardo 
Private  Corporation 


1027 

$92,300,000* * 

12/31/92 


Key  Points 


• Medical  Information  Technology,  Inc.  (MEDITECH),  founded  in 
1969,  provides  applications  software  products  to  the  health  care 
industry. 

• MEDITECH  unveiled  its  Handheld  Point-of-care  Computer  at  the 
HIMMS  1993  Conference.  The  system  allows  health  care  providers 
to  view  patient  data  and  document  patient  care  at  the  bedside  using 
a -device  about  the  size  of  a television  remote  control. 

• MEDITTECH's  Optical  Disk  Archiving  system  stores  and  retrieves 
information  from  both  MEDITECH  HIS  and  from  sources  outside 
the  MEDITECH  system.  This  system  provides  direct  data  storage 
and  retrieval,  document  scanning  and  image  storage,  jukeboxes  and 
platters. 

• MEDITECH's  Executive  Support  System  (ESS)  offers  hospital 
executives  and  department  managers  a powerful  tool  to  gather  and 
analyze  information  from  multiple  hospital  data  bases.  ESS  offers 
summary  and  detail  information  from  all  departments,  historical 
information,  standard  and  individualized  reports,  comparative  data 
and  period  analysis  capabilities,  and  a graphical  user  interface. 

• MEDITECH  also  offers  easy  access  to  an  integrated  display  of 
patient  information.  This  option  is  called  the  Patient  Care  Inquiry 
Option  (PCI). 
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Company 

Description 

Medical  Information  Technology,  Inc.  (MEDITECH),  founded  in  1969, 
provides  applications  software  products  to  the  health  care  industry. 

The  company  licenses  its  financial,  clinical,  administrative,  and  patient 
care  applications  to  hospitals,  and  their  affiliates,  including  clinics, 
physician's  offices,  nursing  homes,  home  health  care  agencies,  and 
independent  labs. 

In  1976,  MEDITECH  moved  away  from  shared  systems  toward  in- 
house  systems  and  has  virtually  discontinued  its  remote  computing 
activities  except  for  a very  small  percentage  of  clients. 

Operations/ 

Structure 

In  addition  to  its  headquarter  location  in  Westwood  (MA), 
MEDITECH  has  the  following  office  locations:  Canton,  (MA), 
Cambridge  (MA)  and  Norwood  (MA). 

Strategy 

MEDITECH  has  moved  ahead  to  address  two  significant  opportunities 
in  the  health  care  market,  point-of-care  integration  of  patient 
information  and  integrated  information  systems  for  outpatient  care 
networks. 

In  1993,  MEDITECH  announced  a new  POC  device,  a handheld 
computer  that  uses  point  and  select  hierarchical  menus  to  combine 
patient  information  retrieved  from  the  main  system.  The  system  is 
capable  of  holding  data  from  10  to  20  patients  and  is  priced  at  $500. 

MEDITECH  has  also  used  its  established  client  base  in  hospitals  to 
diversify  to  hospital  affiliates.  MEDITECH  HIS  affiliates  include 
physician's  offices,  outpatient  clinics,  home  health  care  agencies,  and 
reference  laboratories. 

Financials 

Total  1992  revenue  reached  $92.3  million,  an  18%  increase  over  1991 
revenue  of  $78  million.  A five-year  revenue  summary  follows: 
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MEDITECH 

FIVE-YEAR  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

1992 

1991 

1990 

1989 

1988 

Revenue 

• Percent  increase 

$92.3 

$78 

$69 

$48.7 

$40.0 

from  previous  year 

18% 

13% 

42% 

22% 

25% 

Competition  MEDITECH's  major  competitors  include  hospital  information  systems 

firms  and  laboratory  information  systems  firms,  as  follows: 

• Hospital  information  systems  competitors:  First  Data  Corporation, 
Shared  Medical  Systems  (SMS),  and  HBO  & Company 

• Laboratory  information  systems  competitors:  Cerner  Corporation 
and  Sunquest  Information  Systems 


Key  Products  and  One  hundred  percent  of  MEDITECH's  1992  revenue  was  derived  from 
Services  software  products  and  associated  support  services.  Approximately  60% 

was  derived  from  applications  and  systems  software  licenses  and  40% 
from  software  maintenance  agreements,  education,  and  training. 

Approximately  536  institutions  use  MEDITECH's  products.  Of  these, 
95%  are  hospitals,  2.5%  are  clinics,  and  2.5%  are  prepaid  health  plans. 

MEDITECH's  products  run  on  DEC  and  Data  General  minicomputers, 
including  the  new  Data  General  RISC  machines.  Applications  operate 
under  MEDITECH's  proprietary  operating  system  MIIS/MAGIC.  All 
software  was  developed  by  MEDITECH  and  operates  in  an  on-line, 
interactive  mode. 

MEDITECH's  applications  modules  for  hospital  patient  care  and 
clinical,  administrative,  and  financial  management  requirements  can  be 
used  independently  or  as  part  of  an  integrated  system  and  may 
interface  with  applications  from  other  vendors. 

• Patient  care  modules  include  the  following: 
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- Admissions/Discharges/Transfers  collects  reservation  and 
admission  data  for  inpatients,  outpatients,  emergency  room,  and 
surgical  day  care  patients;  allows  retrieval  of  patients 
demographic  data  from  previous  visits;  transfers  demographic  and 
insurance  data  to  inpatient  status  when  required;  and  produces 
on-demand  management  reports  on  hospital  patient  and  census 
information.  A total  of  295  systems  are  installed. 

- Medical  Records  is  an  indexing  system  that  works  in  conjunction 
with  the  Admissions/Discharges/Transfers  module.  Medical 
Records  retrieves  medical  record  numbers  of  previously  admitted 
patients  and  assigns  unit  numbers  to  new  patients;  handles  up  to  1 
million  on-line  record  numbers;  offers  multiple  name  search 
methods;  and  generates  reports  for  reviewing  a hospital's  medical 
record  activities.  A total  of  293  systems  are  installed. 

- Case  Mix  Management  is  an  optional  feature  sold  with 
Admission/Discharges/Transfers  and  Medical  Records  modules 
that  collects  and  reports  patient  information  required  by 
prospective  payment  and  PSRO  regulations;  assigns  DRGs 
(diagnostic  related  groups)  based  on  assigned  ICD-9  codes;  and 
generates  reports  for  monitoring  costs  as  reimbursement  limits 
are  approached,  ensuring  patient  abstract  completion,  and 
analyzing  statistical  case  mix  and  resource  consumption.  A total 
of  249  systems  are  installed. 

- Nurse  Station  Communications  stores  patients'  demographic, 
dietary,  and  routine  medical  information  for  on-line  review  and 
updating;  shows  orders,  messages,  and  procedure  results  entered 
for  a patient;  acts  as  a message  center  for  ordering  medical 
procedures  and  housekeeping  tasks;  captures  charges  as  orders 
are  entered;  and  generates  nursing  management  reports  and 
statistics  for  analyzing  patient  data.  A total  of  234  systems  are 
installed. 

- Nursing  Acuity/Workload  Management  is  an  optional  feature  of 
the  Nurse  Station  Communications  module  that  uses  patient  care 
nursing  information  to  automate  the  determination  of  patient 
care  requirements  such  as  care  hours  required  and  staffing  mix 
needed  at  each  unit;  and  allows  monitoring  of  quality  of  care  and 
analysis  of  trends  in  staffing  needs.  A total  of  164  systems  are 
installed. 

- Resource/ Appointment  Scheduling  maintains  a master  schedule 
for  organizing  each  "provider,"  either  person,  department,  or 
equipment;  provides  for  on-line  appointment  scheduling, 
cancelling,  searching,  or  reviewing;  and  generates  management 
reports  on  available  providers,  appointment  schedules,  and 
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cancelled  or  no  show  appointment  lists.  A total  of  162  systems 
are  currently  installed. 

- Mail/Registry  is  an  information  network  for  locating  personnel, 
sending  messages,  and  distributing  mail  within  the  health  care 
institution.  A total  of  196  systems  are  currently  installed. 

MEDITECH's  line  of  clinical  application  software  includes  the 

following  modules: 

- The  Patient  Care  Inquiry  Option  collects  patients'  clinical  and 
administrative  data  from  departmental  applications  throughout 
the  hospital  and  displays  it  by  individual  patient.  Along  with  a 
patient's  demographic  information,  all  past  and  present  tests  and 
procedures,  vital  signs,  medication,  and  blood  bank  information 
are  displayed  in  tables  and  graphic  formats.  Reports  entered  in 
other  department  applications  can  also  be  displayed.  The  Patient 
Care  Inquiry  Option  is  MEDITECH's  precursor  to  an  on-line, 
electronic  medical  record.  A total  of  187  systems  are  installed. 

- Pharmacy  maintains  patient  profiles  that  can  be  checked  for  drug 
and  allergy  interactions  and  tracks  drug  usage;  processes  orders, 
schedules  refills,  updates  inventory  levels,  and  calculates  dosages 
to  be  dispensed,  IV  drip  rates,  and  patient  charges;  and  generates 
management  reports  for  complying  with  government  regulations. 
A total  of  261  systems  are  currently  installed. 

- Laboratory  is  a system  for  processing  patient  laboratory  work 
which  generates  collection  lists,  labels,  and  worksheets;  captures 
test  results  for  comparison  against  normal  ranges  and  displays 
result  trends;  records  patient  charges;  and  provides  for  on-line 
inquiries,  reports,  and  summaries.  A total  of  344  systems  are 
currently  installed. 

- Radiology  stores  patient  registration  information,  demographic 
data,  and  exam  history  for  on-line  retrieval;  tracks  exam  status 
from  order  entry  through  report  signing  and  records  charges; 
provides  for  on-line  report  dictation  of  test  results;  and  generates 
management  reports  including  status  of  exams,  work 
accomplished  per  day  per  shift,  and  a variety  of  statistical  reports. 
A film  locator  option  is  available  for  tracking  radiology  films 
within  the  hospital  or  those  borrowed  from  or  on  loan  to  outside 
institutions.  A total  of  209  systems  are  currently  installed. 

- Microbiology  is  a system  for  processing  specimens  and  procedure 
orders  in  various  laboratories  such  as  mycobacteriology, 
bacteriology,  mycology,  paristology,  virology,  and  serology.  The 
system  provides  for  detection  of  isolated  organisms  for  infection 
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control;  monitors  quality  control;  provides  for  on-demand 
inquiries  about  test  results;  includes  workload  statistics  for 
analyzing  staff  requirements  for  specimen  processing;  and 
produces  daily  billing  statements,  revenue  summaries,  and  reports 
for  management.  A total  of  322  systems  are  currently  installed. 


- Anatomical  Pathology  is  an  on-line  text-handling  system  for 
recording,  storing,  searching,  and  reporting  findings  of  surgical 
pathology,  cytology,  and  autopsy  departments.  Daily  billing 
transaction  and  revenue  reports,  workload  reports,  and  other 
internal  lab  reports  can  be  generated.  A total  of  228  systems  are 
currently  installed. 


- Blood  Bank  provides  for  on-line  inquiry  and  storage  of  data  on 
donor  recruitment  and  donor  history,  cross-match  results, 
antibody  profiles,  and  transfusion  data;  flags  abnormal  test 
results;  captures  charges;  prints  mail  merge  documents  and 
telephone  lists;  issues  patient  charges;  and  compiles  statistical 
reports.  A total  of  202  systems  are  currently  installed. 


- Global  Report  Writer  Option  provides  a data  base  searching  tool 
for  performing  statistical  analyses  and  creating  data  base  reports. 
Features  include  English  prompts,  on-line  report  definitions,  and 
error  checking.  Users  can  create  and  modify  structured  reports 
that  include  any  patient-related  information  stored  in  their 
MEDITECH  data  base.  A total  of  1 15  systems  are  currently 
installed. 


• Financial  application  modules  available  include  the  following: 


- Materials  Management  provides  for  management  of  equipment 
and  supplies  purchasing  and  receiving,  inventory  control,  supplies 
usage,  equipment  maintenance,  and  vendor  performance.  It  also 
prints  purchase  orders,  reports,  and  receiving  slips.  A total  of  244 
systems  are  currently  installed. 

- General  Ledger  supports  budgeting  and  cost  allocation  functions 
and  contains  six  component  parts:  chart  of  accounts  and 
organizational  hierarchy,  bookkeeping,  inquiry,  general  reporting, 
budgeting,  and  cost  allocation.  It  also  includes  a report  feature 
capable  of  monthly  or  quarterly  account  comparisons  and  a 
budgeting  option.  A total  of  277  systems  are  currently  installed. 


- Billing/ Accounts  Receivable  (B/AR)  records  patient  charges, 
allows  on-line  account  inquiry,  prints  bills  and  claim  forms,  and 
provides  follow-up  and  management  reports  on  demand.  A total 
of  285  systems  are  currently  installed. 
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Physicians'  Billing/Accounts  Receivable  Option  is  an  optional 
feature  of  the  B/AR  module  for  providing  individual  billing 
systems  to  a hospital's  medical  staff.  This  feature  pulls 
charges  from  hospital  records  and  posts  professional  fees  to 
the  appropriate  physicians'  billing  systems. 

- Accounts  Payable  maintains  vendor  and  invoice  information  for 
on-line  inquiry;  controls  check  writing  and  bookkeeping  functions; 
and  allows  direct  user  control  of  posting,  reporting,  and  checking 
functions.  A total  of  274  systems  are  currently  installed. 

- Fixed-Asset  Accounting  allocates  depreciation  expenses  of  fixed 
assets  - such  as  land,  buildings,  and  movable  assets  - among 
hospital  departments  and  forwards  depreciation  expenses  to  the 
General  Ledger  module.  A total  of  186  systems  are  currently 
installed. 

- Payroll/Personnel  calculates  and  issues  paychecks  from  employee 
time-card  information,  maintains  on-line  employee  payroll  and 
personnel  data,  controls  position  openings,  and  generates  payroll 
and  personnel  summary  reports.  A total  of  251  systems  are 
currently  installed. 

- Cost  Accounting  enables  hospitals  to  compare  the  cost  of 
providing  services  to  the  revenue  received  for  each  DRG  by 
extracting  patient  and  service  unit  information  from  the  B/AR 
module.  This  information  can  be  used  to  identify  services  that  are 
most  profitable  or  unprofitable  and  to  incorporate  the  past  and 
present  volume  and  cost  data  from  General  Ledger  for 
departmental  budget  preparation  and  decision  making.  A total  of 
70  systems  are  currently  installed. 

- MAGIC™  Office  combines  word  processing  with  mail  list  features, 
spreadsheet,  electronic  mail,  personal  data  base  management, 
remote  processing,  and  staff  registry  features  into  an  integrated 
information  management  package.  A total  of  196  systems  are 
currently  installed. 

• MEDITECH  has  developed  the  General  Data  Search  (GDS) 

Option  for  use  with  the  application  modules  in  order  to  access  and 
select  data  base  information  for  compiling  files  for  statistical  studies 
without  altering  data  base  elements. 

Software  is  usually  sold  in  conjunction  with  hardware  supplied  by 
hardware  manufacturers.  MEDITECH  is  an  Independent  Software 
Vendor  (ISV)  for  DEC  and  Data  General  and  has  a close  working 
relationship  with  these  vendors.  Other  hardware  products 
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Clients 


recommended  by  MEDITECH  include  Wyse  terminals  and  Espirit 
hardware.  In  effect,  most  end-users  receive  a turnkey  system. 

Pricing  of  perpetual  licenses  for  in-house  software  is  dependent  on  the 
size  and  type  of  installation  required.  Current  prices  are  available 
upon  request  from  MEDITECH. 

MEDITECH's  operating  system,  MIIS/MAGIC,  is  a software 
environment  for  the  development  and  operation  of  application 
programs. 

• The  system  includes  an  operating  system,  a programming  language,  a 
language  interpreter,  a data  base  management  system,  and  a set  of 
utility  programs.  It  was  developed  as  an  enhancement  of  the 
MUMPS  Operating  System/Language,  originally  designed  by 
MEDITECH's  founder,  Mr.  Pappalardo.  MIIS/MAGIC  is  the 
enhanced  version  of  the  MIIS  Standard  that  also  supported 
microcomputers. 

• MIIS/MAGIC  has  approximately  536  installations.  It  is  licensed 
directly  by  MEDITECH,  as  well  as  by  many  OEMs  and  distributors, 
who  use  it  to  develop  medical  and  nonmedical  applications.  License 
fees,  like  product  pricing,  are  dependent  on  the  size  and  type  of 
installation. 

Support  Services 

Customers  have  the  option  of  24-hour  telephone  support  and/or  data 
link  services. 


MEDITECH  is  an  Independent  Software  Vendor  (ISV)  for  DEC  and 
Data  General  and  has  a close  working  relationship  with  these  vendors. 
Other  hardware  products  recommended  by  MEDITECH  include  Wyse 
terminals  and  Espirit  hardware. 


MEDITECH  has  approximately  536  hospital  customers  worldwide. 

Previously,  MEDITECH  undertook  custom  applications  software 
development  projects  for  commercial  and  governmental  institutions. 
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^ Industry  Markets  Approximately  97%  of  MEDITECH’s  1992  revenue  was  derived  from 

the  medical/hospital  industry,  and  the  remaining  3%  from  OEMs  and 
computer  systems  distributors. 


Geographic  Approximately  81%  of  MEDITECH’s  1992  revenue  was  derived  from 

Markets  the  U.S.,  15%  from  Canada,  2%  from  Europe,  and  2%  from  South 

America,  the  Near  East,  and  the  Far  East. 
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COMPANY  PROFILE 


MEDICAL  INFORMATION 
TECHNOLOGY,  INC. 

MEDITECH  Circle 
Westwood,  MA  02090 
(617)  329-5300 


A.  Neil  Pappalardo,  President 
Private  Corporation 
Total  Employees:  530 
Total  Revenue,  Fiscal  Year  End 
12/31/89:  $48,700,000 


The  Company 


Medical  Information  Technology,  Inc.  (MEDITECH),  founded  in 
1969,  provides  applications  software  products  to  the  health  care 
industry.  The  company  licenses  its  financial,  clinical, 
administrative,  and  patient  care  applications  to  hospitals,  clinics, 
and  independent  labs.  In  1976,  MEDITECH  moved  away  from 
shared  systems  toward  in-house  systems  and  has  virtually 
discontinued  its  remote  computing  activities  except  for  a very 
small  percentage  of  clients. 

Total  1989  revenue  reached  $48.7  million,  a 22%  increase  over 
1988  revenue  of  $40  million.  A five-year  revenue  summary 
follows: 


MEDITECH 

FIVE-YEAR  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

1989 

1988 

1987 

1986 

1985 

Revenue 

• Percent  increase 

$48.7 

$40.0 

$32.0 

$28.0 

$25.4 

from  previous  year 

22% 

25% 

14% 

10% 

28% 

MEDITECH  estimates  1990  revenue  will  exceed  $60  million. 

MEDITECH's  major  competitors  include  hospital  information 
systems  firms  and  laboratory  information  systems  firms,  as  follows: 

• Hospital  information  systems  competitors:  Gerber  Alley, 
Shared  Medical  Systems  (SMS),  HBO  & Company,  and 
American  Express. 
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Key  Products  and 
Services 


• Laboratory  information  systems  competitors:  Cemer 
Corporation  and  Sunquest  Information  Systems. 


One  hundred  percent  of  MEDITECH’s  1989  revenue  was  derived 
from  software  products  and  associated  support  services. 
Approximately  60%  was  derived  from  applications  and  systems 
software  licenses  and  40%  from  software  maintenance 
agreements,  education,  and  training. 

Approximately  335  institutions  use  MEDITECH's  products.  Of 
these,  95%  are  hospitals,  2.5%  are  clinics,  and  2.5%  are  prepaid 
health  plans. 

MEDITECH's  products  run  on  DEC  and  Data  General 
minicomputers,  including  the  new  Data  General  RISC  machines. 
Applications  operate  under  MEDITECH's  proprietary  operating 
system  MIIS/MAGIG  All  software  was  developed  by 
MEDITECH  and  operates  in  an  on-line,  interactive  mode. 

MEDITECH's  applications  modules  for  hospital  patient  care  and 
clinical,  administrative,  and  financial  management  requirements 
can  be  used  independently  or  as  part  of  an  integrated  system  and 
may  interface  with  applications  from  other  vendors. 

• Patient  care  modules  include  the  following: 

- Admissions/Discharges/Transfers  collects  reservation  and 
admission  data  for  inpatients,  outpatients,  emergency  room, 
and  surgical  day  care  patients;  allows  retrieval  of  patients 
demographic  data  from  previous  visits;  transfers 
demographic  and  insurance  data  to  inpatient  status  when 
required;  and  produces  on-demand  management  reports  on 
hospital  patient  and  census  information.  A total  of  169 
systems  are  installed. 

- Medical  Records  is  an  indexing  system  that  works  in 
conjunction  with  the  Admissions/Discharges/Transfers 
module.  Medical  Records  retrieves  medical  record  numbers 
of  previously  admitted  patients  and  assigns  unit  numbers  to 
new  patients;  handles  up  to  1 million  on-line  record 
numbers;  offers  multiple  name  search  methods;  and 
generates  reports  for  reviewing  a hospital's  medical  record 
activities.  A total  of  166  systems  are  installed. 

- Case  Mix  Management  is  an  optional  feature  sold  with 
Admission/Discharges/Transfers  and  Medical  Records 
modules  that  collects  and  reports  patient  information 


Page  2 of  8 


Copyright  1990  by  INPUT.  Reproduction  Prohibited. 


February  1990 


MEDICAL  INFORMATION  TECHNOLOGY,  INC. 


INPUT 


required  by  prospective  payment  and  PSRO  regulations; 
assigns  DRGs  (diagnostic  related  groups)  based  on  assigned 
ICD-9  codes;  and  generates  reports  for  monitoring  costs  as 
reimbursement  limits  are  approached,  ensuring  patient 
abstract  completion,  and  analyzing  statistical  case  mix  and 
resource  consumption.  A total  of  107  systems  are  installed. 

- Nurse  Station  Communications  stores  patients'  demographic, 
dietary,  and  routine  medical  information  for  on-line  review 
and  updating;  shows  orders,  messages,  and  procedure  results 
entered  for  a patient;  acts  as  a message  center  for  ordering 
medical  procedures  and  housekeeping  tasks;  captures 
charges  as  orders  are  entered;  and  generates  nursing 
management  reports  and  statistics  for  analyzing  patient  data. 
A total  of  107  systems  are  installed. 

- Nursing  Acuity/Workload  Management  is  an  optional 
feature  of  the  Nurse  Station  Communications  module  that 
uses  patient  care  nursing  information  to  automate  the 
determination  of  patient  care  requirements  such  as  care 
hours  required  and  staffing  mix  needed  at  each  unit;  and 
allows  monitoring  of  quality  of  care  and  analysis  of  trends  in 
staffing  needs.  A total  of  55  systems  are  installed. 

- Resource/Appointment  Scheduling  maintains  a master 
schedule  for  organizing  each  "provider,"  either  person, 
department,  or  equipment;  provides  for  on-line  appointment 
scheduling,  cancelling,  searching,  or  reviewing;  and  generates 
management  reports  on  available  providers,  appointment 
schedules,  and  cancelled  or  no  show  appointment  lists.  A 
total  of  71  systems  are  currently  installed. 

- Mail/Registry  is  an  information  network  for  locating 
personnel,  sending  messages,  and  distributing  mail  within  the 
health  care  institution.  A total  of  73  systems  are  currently 
installed. 

• MEDITECH's  line  of  clinical  application  software  includes  the 

following  modules: 

- The  Patient  Care  Inquiry  Option  collects  patients'  clinical 
and  administrative  data  from  departmental  applications 
throughout  the  hospital  and  displays  it  by  individual  patient. 
Along  with  a patient's  demographic  information,  all  past  and 
present  tests  and  procedures,  vital  signs,  medication,  and 
blood  bank  information  are  displayed  in  tables  and  graphic 
formats.  Report’  entered  in  other  department  applications 
can  also  be  displayed.  The  Patient  Care  Inquiry  Option  is 
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MEDITECH's  precursor  to  an  on-line,  electronic  medical 
record.  A total  of  37  systems  are  installed. 

- Pharmacy  maintains  patient  profiles  that  can  be  checked  for 
drug  and  allergy  interactions  and  tracks  drug  usage; 
processes  orders,  schedules  refills,  updates  inventory  levels, 
and  calculates  dosages  to  be  dispensed,  IV  drip  rates,  and 
patient  charges;  and  generates  management  reports  for 
complying  with  government  regulations.  A total  of  134 
systems  are  currently  installed. 

- Laboratory  is  a system  for  processing  patient  laboratory  work 
which  generates  collection  lists,  labels,  and  worksheets; 
captures  test  results  for  comparison  against  normal  ranges 
and  displays  result  trends;  records  parient  charges;  and 
provides  for  on-line  inquiries,  reports,  and  summaries.  A 
total  of  248  systems  are  currently  installed. 

• The  Laboratory  Client  Option  stores  client  (physician, 
medical  group,  or  other  hospitals)  specimens  in  separate 
data  bases  to  ensure  the  confidentiality  of  each  client's 
patient  information;  verifies  specimen  receipt  in  the 
central  laboratory;  prints  a report  of  results  by  client, 
route,  or  telecommunications  site;  and  offers  a variety  of 
billing  features  and  reports.  A total  of  40  systems  are 
currently  installed. 

- Radiology  stores  patient  registration  information, 
demographic  data,  and  exam  history  for  on-line  retrieval; 
tracks  exam  status  from  order  entry  through  report  signing 
and  records  charges;  provides  for  on-line  report  dictation  of 
test  results;  and  generates  management  reports  including 
status  of  exams,  work  accomplished  per  day  per  shift,  and  a 
variety  of  statistical  reports.  A film  locator  option  is 
available  for  tracking  radiology  films  within  the  hospital  or 
those  borrowed  from  or  on  loan  to  outside  institutions.  A 
total  of  89  systems  are  currently  installed. 

- Microbiology  is  a system  for  processing  specimens  and 
procedure  orders  in  various  laboratories  such  as 
mycobacteriology,  bacteriology,  mycology,  paristology, 
virology,  and  serology.  The  system  provides  for  detection  of 
isolated  organisms  for  infection  control;  monitors  quality 
control;  provides  for  on-demand  inquiries  about  test  results; 
includes  workload  statistics  for  analyzing  staff  requirements 
for  specimen  processing;  and  produces  daily  billing 
statements,  revenue  summaries,  and  reports  for 
management.  A total  of  227  systems  are  currently  installed. 


Page  4 of  8 


Copyright  1990  by  INPUT.  Reproduction  Prohibited. 


February  1 990 


MEDICAL  INFORMATION  TECHNOLOGY,  INC. 


INPUT 


- Anatomical  Pathology  is  an  on-line  text-handling  system  for 
recording,  storing,  searching,  and  reporting  findings  of 
surgical  pathology,  cytology,  and  autopsy  departments.  Daily 
billing  transaction  and  revenue  reports,  workload  reports, 
and  other  internal  lab  reports  can  be  generated.  A total  of 
129  systems  are  currently  installed. 

- Blood  Bank  provides  for  on-line  inquiry  and  storage  of  data 
on  donor  recruitment  and  donor  history,  cross-match  results, 
antibody  profiles,  and  transfusion  data;  flags  abnormal  test 
results;  captures  charges;  prints  mail  merge  documents  and 
telephone  lists;  issues  patient  charges;  and  compiles 
statistical  reports.  A total  of  109  systems  are  currently 
installed. 

- Global  Report  Writer  Option  provides  a data  base  searching 
tool  for  performing  statistical  analyses  and  creating  data  base 
reports.  Features  include  English  prompts,  on-line  report 
definitions,  and  error  checking.  Users  can  create  and  modify 
structured  reports  that  include  any  patient-related 
information  stored  in  their  MEDITCCH  data  base.  A total 
of  115  systems  are  currently  installed. 

• Financial  application  modules  available  include  the  following: 

- Materials  Management  provides  for  management  of 
equipment  and  supplies  purchasing  and  receiving,  inventory 
control,  supplies  usage,  equipment  maintenance,  and  vendor 
performance.  It  also  prints  purchase  orders,  reports,  and 
receiving  slips.  A total  of  110  systems  are  currently  installed. 

- General  Ledger  supports  budgeting  and  cost  allocation 
functions  and  contains  six  component  parts:  chart  of 
accounts  and  organizational  hierarchy,  bookkeeping,  inquiry, 
general  reporting,  budgeting,  and  cost  allocation.  It  also 
includes  a report  feature  capable  of  monthly  or  quarterly 
account  comparisons  and  a budgeting  option.  A total  of  143 
systems  are  currently  installed. 

- Billing/ Accounts  Receivable  (B/AR)  records  patient 
charges,  allows  on-line  account  inquiry,  prints  bills  and  claim 
forms,  and  provides  follow-up  and  management  reports  on 
demand.  A total  of  142  systems  are  currently  installed. 

• Physicians'  Billing/ Accounts  Receivable  Option  is  an 
optional  feature  of  the  B/AR  module  for  providing 
individual  billing  systems  to  a hospital's  medical  staff 
This  feature  pulls  charges  from  hospital  records  and 
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posts  professional  fees  to  the  appropriate  physicians' 
billing  systems. 

- Accounts  Payable  maintains  vendor  and  invoice  information 
for  on-line  inquiry;  controls  check  writing  and  bookkeeping 
functions;  and  allows  direct  user  control  of  posting, 
reporting,  and  checking  functions.  A total  of  130  systems  are 
currently  installed. 

- Fixed  Asset  Accounting  allocates  depreciation  expenses  of 
fixed  assets  - such  as  land,  buildings,  and  movable  assets  - 
among  hospital  departments  and  forwards  depreciation 
expenses  to  the  General  Ledger  module.  A total  of  88 
systems  are  currently  installed. 

- Payroll/Personnel  calculates  and  issues  paychecks  from 
employee  time-card  information,  maintains  on-line  employee 
payroll  and  personnel  data,  controls  position  openings,  and 
generates  payroll  and  personnel  summary  reports.  A total  of 
119  systems  are  currently  installed. 

- Cost  Accounting  enables  hospitals  to  compare  the  cost  of 
providing  services  to  the  revenue  received  for  each  DRG  by 
extracting  patient  and  service  unit  information  from  the 
B/AR  module.  This  information  can  be  used  to  identify 
services  that  are  most  profitable  or  unprofitable,  and  to 
incorporate  the  past  and  present  volume  and  cost  data  from 
General  Ledger  for  departmental  budget  preparation  and 
decision  making.  A total  of  27  systems  are  currently 
installed. 

- MAGIC™  Office  combines  word  processing  with  mail  list 
features,  spreadsheet,  electronic  mail,  personal  data  base 
management,  remote  processing,  and  staff  registry  features 
into  an  integrated  information  management  package.  A 
total  of  59  systems  are  currently  installed. 

• MEDITECH  has  developed  the  General  Data  Search  (GDS) 
Option  for  use  with  the  application  modules  in  order  to  access 
and  select  data  base  information  ior  compiling  files  for 
statistical  studies  without  altering  data  base  elements. 

Software  is  usually  sold  in  conjunction  with  hardware  supplied  by 
hardware  manufacturers.  MEDITECH  is  an  Independent 
Software  Vendor  (ISV)  for  DEC  and  Data  General  and  has  a 
close  working  relationship  with  these  vendors.  Other  hardware 
products  recommended  by  MEDITECH  include  Wyse  terminals 
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Industry  Markets 


and  Espirit  hardware.  In  effect,  most  end  users  receive  a turnkey 
system. 

Pricing  of  perpetual  licenses  for  in-house  software  is  dependent  on 
the  size  and  type  of  installation  required.  Current  prices  are 
available  upon  request  from  MEDITECH. 

MEDITECH's  operating  system,  MIIS/MAGIC,  is  a software 
environment  for  the  development  and  operation  of  application 
programs. 

• The  system  includes  an  operating  system,  a programming 
language,  a language  interpreter,  a data  base  management 
system,  and  a set  of  utility  programs.  It  was  developed  as  an 
enhancement  of  the  MUMPS  Operating  System/Language, 
originally  designed  by  MEDITECH's  founder,  Mr.  Pappalardo. 
MIIS/MAGIC  is  the  enhanced  version  of  the  MIIS  Standard 
that  also  supported  microcomputers. 

• MIIS/MAGIC  has  approximately  335  installations.  It  is 
licensed  directly  by  MEDITECH,  as  well  as  by  many  OEMs 
and  distributors,  who  use  it  to  develop  medical  and  nonmedical 
applications.  License  fees,  like  product  pricing,  are  dependent 
on  the  size  and  type  of  installation. 

MEDITECH  has  approximately  335  hospital  customers 
worldwide. 

Previously,  MEDITECH  undertook  custom  applications  software 
development  projects  for  commercial  and  governmental 
institutions. 


Approximately  97%  of  MEDITECH's  1989  revenue  was  derived 
from  the  medical/hospital  industry,  and  the  remaining  3%  from 
OEMs  and  computer  systems  distributors. 

The  following  is  a three-year  summary  of  source  revenue  by 
industry. 
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MEDITECH 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 


FISCAL  YEAR 

INDUSTRY 

1989 

1988 

1987 

Medical/hospital 
OEMs  and  computer 

97% 

97% 

93% 

systems  distributors 

3% 

3% 

7% 

TOTAL 

100% 

100% 

100% 

Geographic  Approximately  81%  of  MEDITECH's  1989  revenue  was  derived 

Markets  from  the  U.S.,  15%  from  Canada,  2%  from  Europe,  and  2%  from 

South  America,  the  Near  East,  and  the  Far  East. 


Computer 
Hardware  and 
Software 


MEDITECH’s  Norwood  and  Cambridge  (MA)  data  centers  have 
various  computers  installed  for  internal  development  and  support 
purposes  only.  Customers  have  the  option  of  24-hour  telephone 
support  and/or  data  link  services. 

Hardware  installed  includes  nine  Data  General  RISC  machines. 
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COMPANY  PROFILE 


MEDICAL  INFORMATION 
TECHNOLOGY,  INC. 

MEDITECH  Circle 
Westwood,  MA  02090 
(617)  329-5300 


A.  Neil  Pappalardo,  President 
Private  Corporation 
Total  Employees:  390 
Total  Revenue  Fiscal  Year  End 
12/31/88:  $40,000,000 


The  Company  Medical  Information  Technology,  Inc.  (MEDITECH),  founded  in 

1969,  provides  systems  and  application  software  products  to  the 
health  care  industry.  The  company  licenses  its  financial,  clinical, 
administrative,  and  patient  care  applications  to  hospitals,  clinics, 
and  independent  labs.  In  1976,  MEDITECH  moved  away  from 
shared  systems  toward  in-house  systems  and  has  virtually 
discontinued  its  remote  computing  activities  except  for  a very 
small  percentage  of  clients. 

Total  1988  revenue  reached  $40  million,  a 25%  increase  over  1987 
revenue  of  $32  million.  A five-year  revenue  summary  follows: 


MEDITECH 

FIVE-YEAR  REVENUE  SUMMARY 
($  thousands) 


FISCAL  YEAR 

ITEM 

1988 

1987 

1986 

1985 

1984 

Revenue 

• Percent  increase 

$40,000 

$32,000 

$28,000 

$25,400 

$19,900 

from  previous  year 

25% 

14% 

10% 

28% 

16% 

MEDITECH  estimates  1989  revenue  will  increase  by 
approximately  20%. 

As  of  December  3 1,  1988,  MEDITECH  estimates  it  had 
approximately  390  employees. 
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Key  Products  and 
Services 


MEDITECH's  major  competitors  include  hospital  information 
systems  firms  and  laboratory  information  systems  firms,  as  follows: 

• Hospital  information  systems  competitors:  Shared  Medical 
Systems  (SMS),  HBO  & Company,  and  McDonnell  Douglas. 

• Laboratory  information  systems  competitors:  Cerner 
Corporation  and  Sunquest  Information  Systems. 


One  hundred  percent  of  MEDITECH's  1988  revenue  was  derived 
from  software  products  and  associated  support  services 
(approximately  60%  derived  from  application  and  systems 
software  licenses  and  40%  from  software  maintenance 
agreements,  education,  and  training). 

Approximately  300  institutions  use  MEDITECH's  products.  Of 
these,  95%  are  hospitals,  2.5%  are  clinics,  and  2.5%  are  prepaid 
health  plans. 

MEDITECH's  products  run  on  DEC  and  Data  General 
minicomputers,  including  the  new  Data  General  RISC  machines. 
Applications  operate  under  MEDITECH's  proprietary  operating 
system  MIIS/MAGIC.  All  software  was  developed  by 
MEDITECH  and  operates  in  an  on-line,  interactive  mode. 

MEDITECH's  applications  modules  for  hospital  patient  care, 
clinical,  administrative,  and  financial  management  requirements 
can  be  used  independently  or  as  part  of  an  integrated  system  and 
may  interface  with  applications  from  other  vendors. 

• Patient  care  modules  include  the  following: 

- Admissions/Discharges/Transfers  collects  reservation  and 
admission  data  for  inpatients,  outpatients,  emergency  room, 
and  surgical  day  care  patients;  allows  retrieval  of  patients 
demographic  data  from  previous  visits;  transfers 
demographic  and  insurance  data  to  inpatient  status  when 
required;  and  produces  on-demand  management  reports  on 
hospital  patient  and  census  information.  A total  of  133 
systems  are  installed. 

- Medical  Records  is  an  indexing  system  that  works  in 
conjunction  with  the  Admissions/Discharges/Transfers 
module.  Medical  Records  retrieves  medical  record  numbers 
of  previously  admitted  patients  and  assigns  unit  numbers  to 
new  patients;  handles  up  to  1 million  on-line  record 
numbers;  offers  multiple  name  search  methods;  and 
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generates  reports  for  reviewing  a hospital's  medical  record 
activities.  A total  of  124  systems  are  installed. 

- Case  Mix  Management  is  an  optional  feature  sold  with 
Admission/Discharges/Transfers  and  Medical  Records 
modules  that  collects  and  reports  patient  information 
required  by  prospective  payment  and  PSRO  regulations; 
assigns  DRGs  (Diagnostic  Related  Groups)  based  on 
assigned  ICD-9  codes;  and  generates  reports  for  monitoring 
costs  as  reimbursement  limits  are  approaching,  ensuring 
patient  abstract  completion,  and  analyzing  statistical  case 
mix  and  resource  consumption.  A total  of  75  systems  are 
installed. 

- Nurse  Station  Communications  stores  patient's  demographic, 
dietary,  and  routine  medical  information  for  on-line  review 
and  updating;  shows  orders,  messages  and  ordered 
procedure  results  entered  for  a patient;  acts  as  a message 
center  for  ordering  medical  procedures  and  housekeeping 
tasks;  captures  charges  as  orders  are  entered;  and  generates 
nursing  management  reports  and  statistics  for  analyzing 
patient  data.  A total  of  76  systems  are  installed. 

- Nursing  Acuity/Workload  Management  is  an  optional 
feature  of  the  Nurse  Station  Communications  module  that 
uses  patient  care  nursing  information  to  automate  the 
determination  of  patient  care  requirements  such  as  required 
care  hours  and  staffing  mix  needed  at  each  unit;  allows 
monitoring  of  quality  of  care  and  the  analysis  of  trends  in 
staffing  needs.  A total  of  36  systems  are  installed. 

- Resource/Appointment  Scheduling  maintains  a master 
schedule  for  organizing  each  "provider,"  either  person, 
department,  or  equipment;  provides  for  on-line  appointment 
scheduling,  cancelling,  searching,  or  reviewing;  and  generates 
management  reports  on  available  providers,  appointment 
schedules,  and  cancelled  or  no  show  appointment  lists.  A 
total  of  51  systems  are  currently  installed. 

- Mail/Registry  is  an  information  network  for  locating 
personnel,  sending  messages,  and  distributing  mail  within  the 
health  care  institution.  A total  of  46  systems  are  currently 
installed. 
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• MEDITECH's  line  of  clinical  application  software  includes  the 

following  modules: 

- Pharmacy  maintains  patient  profiles  that  can  be  checked  for 
drug  and  allergy  interactions  and  tracks  drug  usage; 
processes  orders,  schedules  refills,  updates  inventory  levels, 
and  calculates  dosages  to  be  dispensed,  IV  drip  rates,  and 
patient  charges;  and  generates  management  reports  for 
complying  with  government  regulations.  A total  of  102 
systems  are  currently  installed. 

- Laboratory  is  a system  for  processing  patient  laboratory  work 
that  generates  collection  lists,  labels,  and  worksheets; 
captures  test  results  for  comparison  against  normal  ranges 
and  displays  result  trends;  records  patient  charges;  and 
provides  for  on-line  inquiries,  reports,  and  summaries.  A 
total  of  224  systems  are  currently  installed. 

• The  Laboratory  Client  Option  stores  client  (physician, 
medical  group,  or  other  hospitals)  specimens  in  separate 
data  bases  to  ensure  the  confidentiality  of  each  client's 
patient  information;  verifies  specimen  receipt  in  central 
laboratory;  prints  a report  of  results  by  client,  route,  or 
telecommunications  site;  and  offers  a variety  of  billing 
features  and  reports.  A total  of  32  systems  are  currently 
installed. 

- Radiology  stores  patient  registration  information, 
demographic  data,  and  exam  history  for  on-line  retrieval; 
tracks  exam  status  from  order  entry  through  report  signing 
and  records  charges;  provides  for  on-line  report  dictation  of 
test  results;  and  generates  management  reports  including 
exam  statuses,  work  accomplished  per  day  per  shift,  and  a 
variety  of  statistical  reports.  A film  locator  option  is 
available  for  tracking  radiology  films  within  the  hospital  or 
borrowed  from  or  on  loan  to  outside  institutions.  A total  of 
65  systems  are  currently  installed. 

- Microbiology  is  a system  for  processing  specimens  and 
procedure  orders  in  various  laboratories  such  as 
mycobacteriololgy,  bacteriology,  mycology,  paristology, 
virology,  and  serology.  The  system  provides  for  the  detection 
of  organisms  isolated  for  infection  control,  monitors  quality 
control,  provides  for  on-demand  inquiries  on  test  results,  and 
includes  workload  statistics  for  analyzing  staff  requirements 
for  specimen  processing;  and  produces  daily  billing 
statements,  revenue  summaries,  and  reports  for 
management.  A total  of  204  systems  are  currently  installed. 
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- Anatomical  Pathology  is  an  on-line  text-handling  system  for 
recording,  storing,  searching,  and  reporting  of  pathology 
findings  of  surgical  pathology,  cytology,  and  autopsy 
departments.  Daily  billing  transaction  and  revenue  reports, 
workload  reports,  and  other  internal  lab  reports  can  be 
generated.  A total  of  108  systems  are  currently  installed. 

- Blood  Bank  provides  for  on-line  inquiry  and  storage  of  data 
on  donor  recruitment  and  donor  history,  cross-match  results, 
antibody  profiles,  and  transfusion  data;  flags  abnormal  test 
results;  captures  charges;  prints  mail  merge  documents  and 
telephone  lists;  and  issues  patient  charges  and  compiles 
statistical  reports.  A total  of  89  systems  are  currently 
installed. 

- Global  Report  Writer  Option  provides  a data  base  searching 
tool  for  performing  statistical  analyses  and  creating  data  base 
reports.  Features  include  English  prompts,  on-line  report 
definitions,  and  error  checking.  Users  can  create  and  modify 
structured  reports  that  include  any  patient-related 
information  stored  in  their  MEDITECH  data  base.  A total 
of  81  systems  are  currently  installed. 

• Financial  application  modules  available  include  the  following: 

- Materials  Management  provides  for  the  management  of 
equipment  and  supplies  purchasing  and  receiving,  inventory 
control,  supplies  usage,  equipment  maintenance,  and  vendor 
performance.  It  also  prints  purchase  orders,  reports,  and 
receiving  slips.  A total  of  83  systems  are  currently  installed. 

- General  Ledger  supports  budgeting  and  cost  allocation 
functions  and  contains  six  component  parts:  chart  of 
accounts  and  organizational  hierarchy,  bookkeeping,  inquiry, 
general  reporting,  budgeting,  and  cost  allocation.  It  also 
includes  a report  feature  capable  of  monthly  or  quarterly 
account  comparisons  and  a budgeting  option.  A total  of  108 
systems  are  currently  installed. 

- Billing/Accounts  Receivable  (B/AR)  records  patient 
charges,  allows  on-line  account  inquiry,  prints  bills  and  claim 
forms,  and  provides  follow-up  and  management  reports  on 
demand.  A total  of  117  systems  are  currently  installed. 


March  1989 


Copyright  1989  by  INPUT.  Reproduction  Prohibited. 


Page  5 of  8 


MEDICAL  INFORMATION  TECHNOLOGY,  INC. 


INPUT 


• Physicians'  Billing/ Accounts  Receivable  Option  is  an 

optional  feature  of  the  B/AR  module  for  providing 
individual  billing  systems  to  a hospital's  medical  staff  that 
pulls  charges  from  hospital  records  and  posts 
professional  fees  to  the  appropriate  physician's  billing 
systems. 

- Accounts  Payable  maintains  vendor  and  invoice  information 
for  on-line  inquiry  and  controls  check  writing  and 
bookkeeping  functions;  and  allows  direct  user  control  of 
posting,  reporting,  and  checking  functions.  A total  of  96 
systems  are  currently  installed. 

- Fixed  Asset  Accounting  allocates  depreciation  expenses  of 
fixed  assets  such  as  land,  buildings,  and  movable  assets 
among  hospital  departments  and  forwards  depreciation 
expenses  to  the  General  Ledger  module.  A total  of  67 
systems  are  currently  installed. 

- Payroll/Personnel  calculates  and  issues  paychecks  from 
employee  time-card  information,  maintains  employee  payroll 
and  personnel  data  on-line,  controls  position  openings,  and 
generates  payroll  and  personnel  summary  reports.  A total  of 
85  systems  are  currently  installed. 

- Cost  Accounting  enables  hospitals  to  compare  the  cost  of 
providing  services  to  the  revenue  received  for  each  DRG  by 
extracting  patient  and  service  unit  information  from  the 
B/AR  module,  using  the  information  to  identify  services  that 
are  most  profitable  or  unprofitable,  and  incorporating  the 
past  and  present  volume  and  cost  data  from  General  Ledger 
for  departmental  budget  preparation  and  decision  making. 

A total  of  27  systems  are  currently  installed. 

- MAGIC1  M Office  combines  word  processing  with  mail  list 
features,  spreadsheet,  electronic  mail,  personal  data  base 
management,  remote  processing,  and  staff  registry  features 
into  an  integrated  information  management  package.  A 
total  of  36  systems  are  currently  installed. 

• MEDITECH  has  developed  the  General  Data  Search  (GDS) 
Option  for  use  with  the  application  modules  for  accessing  and 
selecting  data  base  information  to  compile  files  for  statistical 
studies  without  altering  data  base  elements. 
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Industry  Markets 


Software  is  usually  sold  in  conjunction  with  hardware  supplied  by 
hardware  manufacturers.  MEDITECH  is  an  Independent 
Software  Vendor  (ISV)  for  DEC  and  Data  General  and  has  a 
close  working  relationship  with  these  vendors.  Other  hardware 
products  recommended  by  MEDITECH  include  Wyse  terminals 
and  Espirit  hardware.  In  effect,  most  end  users  receive  a turnkey 
system. 

Pricing  for  perpetual  licenses  for  in-house  software  is  dependent 
on  the  size  and  type  of  installation  required.  Current  prices  are 
available  upon  request  from  MEDITECH. 

MEDITECH's  operating  system,  MIIS/MAGIC,  is  a software 
environment  for  the  development  and  operation  of  application 
programs. 

• The  system  includes  an  operating  system,  a programming 
language,  a language  interpreter,  a data  base  management 
system,  and  a set  of  utility  programs.  It  was  developed  as  an 
enhancement  of  the  MUMPS  Operating  System/Language, 
originally  designed  by  MEDITECH's  founder,  Mr.  Pappalardo. 
MIIS/MAGIC  is  the  enhanced  version  of  the  MIIS  Standard 
that  also  supported  microcomputers. 

• MIIS/MAGIC  has  approximately  300  installations,  with  more 
than  2,500  end  users.  It  is  licensed  directly  by  MEDITECH,  as 
well  as  by  many  OEMs  and  distributors,  who  use  it  to  develop 
medical  and  nonmedical  applications.  License  fees,  like 
product  pricing,  is  dependent  on  the  size  and  type  of 
installation. 

MEDITECH  has  approximately  300  hospital  customers 
worldwide. 

Previously,  MEDITECH  undertook  custom  applications  software 
development  projects  for  commercial  and  governmental 
institutions. 


Approximately  97%  of  MEDITECH's  1988  revenue  was  derived 
from  the  medical/hospital  industry,  and  the  remaining  3%  from 
OEMs  and  computer  systems  distributors. 

A three-year  summary  of  source  revenue  by  industry  follows: 
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THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 


FISCAL  YEAR 

INDUSTRY 

1988 

1987 

1986 

Medical/hospital 
OEMs  and  computer 

97% 

93% 

87% 

systems  distributors 

3% 

7% 

13% 

TOTAL 

100% 

100% 

100% 

Geographic  Approximately  73%  of  MEDITECH's  1988  revenue  was  derived 

Markets  from  the  U.S.,  23%  from  Canada,  2%  from  Europe,  and  2%  from 

South  America,  Near  East,  and  Far  East. 


Computer 
Hardware  and 
Software 


MEDITECH's  Cambridge  (MA)  data  center  has  various 
computers  installed  for  internal  development  and  support 
purposes  only.  Customers  have  the  option  of  24-hour  telephone 
support  and/or  data  link  services. 

Hardware  installed  includes  the  following  computers: 

• 6 Data  General  MV  6000  Series. 

• 3 Data  General  MV  10,000  Series. 

• 1 Data  General  MV  15,000  Series. 

• 5 Digital  MicroVAX  II  Series. 

• 8 Data  General  RISC  machines  (anticipated  installation:  June 
1989). 
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MEDITECH  (Medical  Information 
Technology,  Inc.) 

MEDITECH  Circle 
Westwood,  MA  02090 
(617)  329-5300 


A.  Neil  Pappalardo,  President 
Private  Corporation 
Total  Employees:  260 
Total  Revenue  Fiscal  Year  End 
12/31/85:  $25,400,000 


THE  COMPANY 

• MEDITECH  (Medical  Information  Technology,  Inc.),  founded  in  1969,  provides 
system  and  application  software  products  and  remote  computing  and  facilities 
management  processing  services  to  the  health  care  industry.  The  company 
provides  its  services  to  hospitals,  private  laboratories,  and  prepaid  health 
plans  and  also  licenses  its  proprietary  operating  system  and  programming 
language  to  OEMs  and  distributors. 

• 1985  revenue  reached  $25.4  million,  a 28%  increase  over  1984  revenue  of 
$19.9  million. 

• MEDITECH  is  organized  into  two  operating  divisions: 

The  Medical  Division  provides  applications  software  and  facilities 
management  processing  services  to  hospitals  and  health  care  organiza- 
tions. 

The  Commercial  Division  develops  and  markets  system  software, 
provides  professional  services  software  applications  development,  and 
maintains  the  MEDITECH  timesharing  network. 

• MEDITECH  currently  has  260  employees  segmented  approximately  as  follows: 


Marketing  and  sales 

30 

Computer  operations 

25 

Customer  support 

90 

Systems  analysts/programmers 

90 

General  and  administrative 

25 

260 

KEY  PRODUCTS  AND  SERVICES 

• INPUT  estimates  that  approximately  90%  of  MEDITECH's  1985  revenue  was 
derived  from  systems  and  application  software  licenses.  The  remaining  20% 
was  derived  from  processing  services  (facilities  management  and  remote 
computing). 
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Software  is  usually  sold  in  conjunction  with  hardware  supplied  by 
hardware  manufacturers.  MEDITECH  has  a close  working  relationship 
with  several  of  these  vendors.  In  effect,  most  end  users  receive  a 
turnkey  system. 

• A library  of  application  products  for  the  health  care  industry  is  available  for 
standalone  systems,  or  through  MEDITECH's  network.  Ninety  percent  of  users 
license  the  software  for  in-house  systems,  and  10%  use  MEDITECH's  proces- 
sing services. 

Approximately  200  institutions  use  MEDITECH's  products.  Of  these, 
95%  are  hospitals,  2.5%  are  clinics,  and  2.5%  are  prepaid  health  plans. 

Software  runs  on  Data  General  Eclipse,  including  MV4000,  MV8000,  and 
MV  1 0000,  and  DEC  VAX  and  DEC  PDP-11  Series  minicomputers. 
Applications  operate  under  MEDITECH's  proprietary  operating  systems, 
MIIS  Standard  and  MIIS/MAGIC.  All  software  was  developed  by 
MEDITECH  and  operates  in  an  on-line,  interactive  mode. 

MEDITECH's  line  of  applications  modules  for  hospital  patient  care, 
clinical,  and  financial  management  requirements  can  be  used  indepen- 
dently or  as  part  of  an  integrated  system  and  may  interface  with 
applications  from  other  vendors. 

Patient  care  modules  include  the  following: 

. Admissions:  collects  admission  data  for  inpatients,  outpatients, 
emergency  room,  and  surgical  day  care  patients;  allows  retrieval 
of  patients'  demographic  data  from  previous  visits;  transfers 
demographic  and  insurance  data  to  inpatient  status  when 
required;  and  produces  on-demand  management  reports  on 
hospital  patient  and  census  information. 

. Medical  Records:  an  indexing  system  that  retrieves  medical 

record  numbers  of  previously-admitted  patients  and  assigns  unit 
numbers  to  new  patients;  offers  multiple  name  search  methods; 
and  generates  reports  for  reviewing  a hospital's  medical  records 
activities. 

. Case  Mix  Management:  an  optional  feature  sold  with  Admis- 

sions and  Medical  Records  modules  that  collects  and  reports 
patient  information  required  by  prospective  payment  and  PSRO 
regulations;  assigns  DRGs  (Diagnosis  Related  Group);  and 
generates  reports  for  monitoring  costs  as  reimbursement  limits 
are  approaching,  ensuring  patient  abstract  completion,  and 
analyzing  case  mix  and  resource  consumption. 

. Nurse  Station  Communications:  stores  patient's  demographic, 
dietary,  and  routine  medical  information  for  on-line  review  and 
updating;  shows  orders,  messages  and  ordered  procedure  results 
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entered  for  a patient;  acts  as  a message  center  for  ordering 
medical  procedures  and  housekeeping  tasks;  captures  charges  as 
orders  are  entered;  and  generates  management  reports  and 
statistics. 

. Nursing  Acuity/Workload  Management:  an  optional  feature  of 
the  Nurse  Station  Communications  module  that  allows  the  entry 
of  patient  care  requirements  into  the  system  for  determination 
of  required  care  hours  and  staffing  mix  needed  at  each  unit. 

. Resource/ Appointment  Scheduling:  maintains  a master  schedule 
for  each  "provider,"  either  person,  department,  or  equipment; 
provides  for  on-line  appointment  scheduling  and  cancelling;  and 
generates  management  reports  on  available  providers,  appoint- 
ment schedules,  and  cancelled  or  no  show  appointment  lists. 

. Mail/Registry:  an  information  network  for  locating  personnel, 
sending  messages,  and  distributing  mail  within  the  health  care 
institution. 

. Office  Automation:  combines  word  processing,  spreadsheet, 

electronic  mail,  and  personal  data  base  management  features 
into  an  integrated  package. 

MEDITECH's  line  of  application  software  includes  the  following  clinical 

modules: 

. Pharmacy:  maintains  patient  profiles  that  can  be  checked  for 
drug  and  allergy  interactions  and  tracks  drug  usage;  processes 
orders,  schedules  refills,  updates  inventory  levels,  and  calculates 
dosages  to  be  dispensed,  IV  drip  rates,  and  patient  charges;  and 
generates  management  reports  for  complying  with  government 
regulations. 

. Laboratory:  a system  for  processing  patient  laboratory  work 

that  generates  collection  lists,  labels,  and  worksheets;  captures 
test  results  for  comparison  against  normal  ranges  and  displays 
result  trends;  records  patient  charges;  and  provides  for  on-line 
inquiries,  reports,  and  summaries. 

. Radiology:  stores  patient  registration  information,  demographic 
data,  and  exam  history  for  on-line  retrieval;  tracks  exam  status 
from  order  entry  through  report  signing  and  records  charges; 
provides  for  on-line  report  dictation  of  test  results;  and 
generates  management  reports  including  exam  statuses,  work 
accomplished  per  day  per  shift,  and  a variety  of  statistical 
reports.  A film  locator  option  is  available  for  tracking  radiology 
films  within  the  hospital  or  borrowed  from  or  on  loan  to  outside 
institutions. 
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. Microbiology:  a system  for  processing  specimens  in  various 

laboratories  such  as  mycobacteriology,  bacteriology,  mycology, 
parisitology,  virology,  and  serology.  The  system  provides  for  the 
detection  of  organisms  isolated  for  infection  control,  monitors 
quality  control,  provides  for  on-demand  inquiries  on  test  results, 
and  includes  workload  statistics  for  analyzing  staff  requirements 
for  specimen  processing. 

. Anatomical  Pathology:  an  on-line  text-handling  system  for 

recording,  storing,  searching,  and  reporting  of  pathology  findings 
of  surgical  pathology,  cytology,  and  autopsy  departments.  Daily 
billing  transaction  and  revenue  reports,  workload  reports,  and 
other  internal  lab  reports  can  also  be  generated. 

. Blood  Bank:  provides  for  on-line  inquiry  and  storage  of  data  on 
donor  recruitment  and  donor  history,  cross-match  results, 
antibody  profiles  and  transfusion  data;  flags  abnormal  test 
results;  captures  charges;  and  compiles  statistical  reports. 

Financial  applications  modules  available  include  the  following: 

. Materials  Management:  provides  for  the  management  of  equip- 
ment and  supplies  purchasing  and  receiving,  inventory  control, 
supplies  usage,  equipment  maintenance,  and  vendor  perform- 
ance. 

. General  Ledger:  supports  budgeting  and  cost  allocation  func- 

tions and  contains  six  component  parts:  chart  of  accounts  and 
organizational  hierarchy,  bookkeeping,  inquiry,  general 
reporting,  budgeting,  and  cost  allocation. 

. Billing/Accounts  Receivable:  records  patient  charges,  allows 

on-line  account  inquiry,  prints  bills  and  claim  forms,  and 
provides  follow-up  and  management  reports  on  demand. 

Physicians'  Billing/Accounts  Receivable  Option:  an 

optional  feature  of  the  Billing/Accounts  Receivable 
module  for  providing  individual  billing  systems  to  a 
hospital's  medical  staff  that  pulls  charges  from  hospital 
records  and  posts  professional  fees  to  the  appropriate 
physician's  billing  systems. 

. Accounts  Payable:  maintains  vendor  and  invoice  information  for 
on-line  inquiry  and  controls  check  writing  and  bookkeeping 
functions. 

. Fixed  Asset  Accounting:  allocates  depreciation  expenses  of 

fixed  assets  such  as  land,  buildings,  and  moveable  assets  among 
hospital  departments  and  forwards  depreciation  expenses  to  the 
General  Ledger  module. 
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. Payroll/Personnel:  calculates  and  issues  paychecks,  maintains 

employee  payroll  and  personnel  data  on-line,  controls  position 
openings,  and  generates  payroll  and  personnel  summary  reports. 

. Cost  Accounting:  enables  hospitals  to  compare  the  cost  of 

providing  services  to  the  revenue  received  for  each  DRG,  use 
the  information  to  identify  services  that  are  most  profitable  or 
unprofitable,  and  provides  past  and  present  volume  and  cost  data 
for  budget  preparation  and  decision  making. 

MEDITECH  has  developed  the  General  Data  Search  (GDS)  Option  for 
use  with  the  application  modules  for  accessing  and  selecting  data  base 
information  to  compile  files  for  statistical  studies  without  altering 
data  base  elements. 

Perpetual  licenses  for  in-house  software  range  from  about  $90,000  to 
$900,000,  depending  on  the  number  of  modules  selected. 

Turnkey  systems  are  rented  or  sold  to  health  care  clients.  Hardware 
can  be  located  at  the  customer's  site,  or  at  MEDITECH's  computer 
center. 

All  software  applications  are  available  on  MEDITECH's  processing 
network.  All  processing  is  on-line  and  interactive. 

• MIIS/MAGIC  (MEDITECH  Interpretive  Information  System)  is  a software 
environment  for  the  development  and  operation  of  application  programs.  The 
system  includes  an  operating  system,  a programming  language,  a language 
interpreter,  a data  base  management  system,  and  a set  of  utility  programs.  It 
was  developed  as  an  enhancement  of  the  MUMPS  Operating  System/Language, 
originally  designed  by  MEDITECH's  founder,  Mr.  Pappalardo.  MIIS/MAGIC  is 
the  new,  enhanced  version  of  the  Ml  IS  Standard  that  also  supports  micro- 
computers. 

MIIS  has  over  2,000  end  users.  It  is  licensed  directly  by  MEDITECH,  as 
well  as  by  many  OEMs  and  distributors,  who  use  it  to  develop  medical 
and  nonmedical  applications.  License  fees  are  $5,000  to  $15,000  per 
unit,  depending  on  quantity  and  configuration.  Examples  of  applica- 
tions developed  using  MIIS  include: 

. A physician's  office  billing  system. 

. A library  system. 

. A hotel  registration  system. 

. A legal  office  system. 

• Occasionally,  the  company  undertakes  custom  applications  software  develop- 
ment projects  for  commercial  and  governmental  institutions. 
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INDUSTRY  MARKETS 

• INPUT  estimates  that  MEDITECH's  1985  revenue  was  derived  approximately 
as  follows: 

Medical/hospital  80% 

OEMs  and  computer  systems 
distributors  20 

100% 


GEOGRAPHIC  MARKETS 

• MEDITECH  estimates  its  geographic  markets  to  be  as  follows: 


U.S. 

86% 

Canada 

10 

Europe 

2 

South  America,  Near  East,  Far  East 

_2 
1 00% 

COMPUTER  HARDWARE  AND  SOFTWARE 

• MEDITECH's  Cambridge  (MA)  data  center  has  various  computers  installed  for 
use  by  its  remote  processing  clients.  Customers  may  also  locate  their  hard- 
ware in  MEDITECH's  data  center  under  facilities  management  contracts. 
Hardware  installed  includes  Data  General  Eclipse  and  MV  computers,  and  DEC 
PDP/I  I and  VAX  computers. 
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MEDITECH  (Medical  Information 
Technology,  Inc.) 

MEDITECH  Circle 
Westwood,  MA  02090 
(617)  329-5300 


A.  Neil  Pappalardo,  President 
Private  Corporation 
Total  Employees:  260 
Total  Revenue  Fiscal  Year  End 
12/31/84:  $19,906,000 


THE  COMPANY 

• MEDITECH  (Medical  Information  Technology,  Inc.),  founded  in  1969,  provides 
system  and  application  software  products  and  remote  computing  and  facilities 
management  processing  services  to  the  health  care  industry.  The  company 
provides  its  services  to  hospitals,  private  laboratories,  and  prepaid  health 
plans  and  also  licenses  its  proprietary  operating  system  and  programming 
language  to  OEMs  and  distributors. 

• 1984  revenue  reached  $19.9  million,  a 34%  increase  over  1983  revenue  of 
$14.8  million.  A five-year  revenue  history  follows. 


MEDITECH 

FIVE-YEAR  REVENUE  HISTORY 
($  thousands) 


ISCAL  YEAR 

ITEM  " 

1984 

1983 

1982 

1981 

1980 

Total  Revenue 
. Percent  increase 

$ 1 9,906 

$ 14,830 

$ 8,557 

$6,677 

$5,720 

from  previous  year 

34% 

73% 

28% 

17% 

19% 

• MEDITECH  is  organized  into  two  operating  divisions: 


The  Medical  Division  provides  applications  software  and  facilities 
management  processing  services  to  hospitals  and  health  care  organiza- 
tions. 

The  Commercial  Division  develops  and  markets  system  software, 
provides  professional  services  software  applications  development,  and 
maintains  the  MEDITECH  timesharing  network. 
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• MEDITECH  currently  has  260  employees  segmented  approximately  as  follows: 


Marketing  and  sales  30 

Computer  operations  35 

Customer  support  90 

Systems  analysts/programmers  90 

General  and  administrative  25 


260 


KEY  PRODUCTS  AND  SERVICES 

• MEDITECH's  products  are  offered  through  the  sale  of  perpetual  license  fees 
for  software,  the  renting  of  turnkey  systems  (either  at  the  user's  site  or  via 
telecommunications  access  to  installations  at  MEDITECH's  facilities),  or 
through  processing  facilities  management  contracts.  INPUT  estimates 
MEDITECH's  revenues  are  derived  as  follows: 


Software  licenses  80% 

System  software  and 
applications  software 

Processing  services  10 

Remote  computing  and 
facilities  management 

Turnkey  systems  8 

Professional  services  2 


100% 

Software  is  usually  sold  in  conjunction  with  hardware  supplied  by  an 
OEM.  MEDITECH  has  a close  working  relationship  with  several  of 
these  vendors.  In  effect,  most  end  users  receive  a turnkey  system. 

• A library  of  application  products  for  the  health  care  industry  is  available  for 
standalone  systems,  or  through  MEDITECH's  network.  Ninety  percent  of  users 
license  the  software  for  in-house  systems,  and  10%  use  MEDITECH's  proces- 
sing services. 

Approximately  150  institutions  use  MEDITECH's  products.  Of  these, 
95%  are  hospitals,  2.5%  are  clinics,  and  2.5%  are  prepaid  health  plans. 

Software  runs  on  Data  General  Eclipse,  including  MV4000,  MV8000,  and 
MV  1 0000,  and  DEC  VAX  and  DEC  PDP-11  Series  minicomputers. 
Applications  operate  under  MEDITECH's  proprietary  operating  systems, 
MIIS  Standard  and  MIIS/MAGIC.  All  software  was  developed  by 
MEDITECH  and  operates  in  an  on-line,  interactive  mode. 
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M^piTECHs  line  of  applications  modules  for  hospital  patient  care, 

clinical,  and  financial  management  requirements  can  be  used  indepen- 
dently or  as  part  of  an  integrated  system  and  may  interface  with 

applications  from  other  vendors. 

Patient  care  modules  include  the  following: 

• Admissions:  collects  admission  data  for  inpatients,  outpatients, 
emergency  room,  and  surgical  day  care  patients;  allows  retrieval 
of  patients'  demographic  data  from  previous  visits;  transfers 
demographic  and  insurance  data  to  inpatient  status  when 
required;  and  produces  on-demand  management  reports  on 
hospital  patient  and  census  information. 

Medical  Records:  an  indexing  system  that  retrieves  medical 

record  numbers  of  previously-admitted  patients  and  assigns  unit 
numbers  to  new  patients;  offers  multiple  name  search  methods; 
and  generates  reports  for  reviewing  a hospital's  medical  records 
activities. 

Case  Mix  Management:  an  optional  feature  sold  with  Admis- 

sions and  Medical  Records  modules  that  collects  and  reports 
patient  information  required  by  prospective  payment  and  PSRO 
regulations;  assigns  DRGs  (Diagnosis  Related  Group);  and 
generates  reports  for  monitoring  costs  as  reimbursement  limits 
are  approaching,  ensuring  patient  abstract  completion,  and 
analyzing  case  mix  and  resource  consumption. 

Nurse  Station  Communications:  stores  patient's  demographic, 
dietary,  and  routine  medical  information  for  on-line  review  and 
updating;  shows  orders,  messages  and  ordered  procedure  results 
entered  for  a patient;  acts  as  a message  center  for  ordering 
medical  procedures  and  housekeeping  tasks;  captures  charges  as 
orders  are  entered;  and  generates  management  reports  and 
statistics. 

Nursing  Acuity/Workload  Management:  an  optional  feature  of 
the  Nurse  Station  Communications  module  that  allows  the  entry 
of  patient  care  requirements  into  the  system  for  determination 
of  required  care  hours  and  staffing  mix  needed  at  each  unit. 

Resource/Appointment  Scheduling:  maintains  a master  schedule 
for  each  "provider,"  either  person,  department,  or  equipment; 
provides  for  on-line  appointment  scheduling  and  cancelling;  and 
generates  management  reports  on  available  providers,  appoint- 
ment schedules,  and  cancelled  or  no  show  appointment  lists. 

Mail/Registry:  an  information  network  for  locating  personnel, 
sending  messages,  and  distributing  mail  within  the  health  care 
institution. 
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. Office  Automation:  combines  word  processing,  spreadsheet, 

electronic  mail,  and  personal  data  base  management  features 
into  an  integrated  package. 

MEDITECH's  line  of  application  software  includes  the  following  clinical 

modules: 

. Pharmacy:  maintains  patient  profiles  that  can  be  checked  for 
drug  and  allergy  interactions  and  tracks  drug  usage;  processes 
orders,  schedules  refills,  updates  inventory  levels,  and  calculates 
dosages  to  be  dispensed,  IV  drip  rates,  and  patient  charges;  and 
generates  management  reports  for  complying  with  government 
regulations. 

. Laboratory:  a system  for  processing  patient  laboratory  work 

that  generates  collection  lists,  labels,  and  worksheets;  captures 
test  results  for  comparison  against  normal  ranges  and  displays 
result  trends;  records  patient  charges;  and  provides  for  on-line 
inquiries,  reports,  and  summaries. 

. Radiology:  stores  patient  registration  information,  demographic 

data,  and  exam  history  for  on-line  retrieval;  tracks  exam  status 
from  order  entry  through  report  signing  and  records  charges; 
provides  for  on-line  report  dictation  of  test  results;  and 
generates  management  reports  including  exam  statuses,  work 
accomplished  per  day  per  shift,  and  a variety  of  statistical 
reports.  A film  locator  option  is  available  for  tracking  radiology 
films  within  the  hospital  or  borrowed  from  or  on  loan  to  outside 
institutions. 

. Microbiology:  a system  for  processing  specimens  in  various 

laboratories  such  as  mycobacteriology,  bacteriology,  mycology, 
parisitology,  virology,  and  serology.  The  system  provides  for  the 
detection  of  organisms  isolated  for  infection  control,  monitors 
quality  control,  provides  for  on-demand  inquiries  on  test  results, 
and  includes  workload  statistics  for  analyzing  staff  requirements 
for  specimen  processing. 

. Anatomical  Pathology:  an  on-line  text-handling  system  for 

recording,  storing,  searching,  and  reporting  of  pathology  findings 
of  surgical  pathology,  cytology,  and  autopsy  departments.  Daily 
billing  transaction  and  revenue  reports,  workload  reports,  and 
other  internal  lab  reports  can  also  be  generated. 

. Blood  Bank:  provides  for  on-line  inquiry  and  storage  of  data  on 
donor  recruitment  and  donor  history,  cross-match  results, 
antibody  profiles  and  transfusion  data;  flags  abnormal  test 
results;  captures  charges;  and  compiles  statistical  reports. 
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Financial  applications  modules  available  include  the  following: 

. Materials  Management:  provides  for  the  management  of  equip- 
ment and  supplies  purchasing  and  receiving,  inventory  control, 
supplies  usage,  equipment  maintenance,  and  vendor  perform- 
ance. 

. General  Ledger:  supports  budgeting  and  cost  allocation  func- 

tions and  contains  six  component  parts:  chart  of  accounts  and 
organizational  hierarchy,  bookkeeping,  inquiry,  general 
reporting,  budgeting,  and  cost  allocation. 

. Billing/Accounts  Receivable:  records  patient  charges,  allows 

on-line  account  inquiry,  prints  bills  and  claim  forms,  and 
provides  follow-up  and  management  reports  on  demand. 

Physicians'  Billing/Accounts  Receivable  Option:  an 

optional  feature  of  the  Billing/Accounts  Receivable 
module  for  providing  individual  billing  systems  to  a 
hospital's  medical  staff  that  pulls  charges  from  hospital 
records  and  posts  professional  fees  to  the  appropriate 
physician's  billing  systems. 

. Accounts  Payable:  maintains  vendor  and  invoice  information  for 
on-line  inquiry  and  controls  check  writing  and  bookkeeping 
functions. 

Fixed  Asset  Accounting:  allocates  depreciation  expenses  of 

fixed  assets  such  as  land,  buildings,  and  moveable  assets  among 
hospital  departments  and  forwards  depreciation  expenses  to  the 
General  Ledger  module. 

. Payroll/Personnel:  calculates  and  issues  paychecks,  maintains 

employee  payroll  and  personnel  data  on-line,  controls  position 
openings,  and  generates  payroll  and  personnel  summary  reports. 

. Cost  Accounting:  this  module  is  under  development  and  is 

planned  for  release  in  the  third  quarter  of  1985. 

MEDITECH  has  developed  the  General  Data  Search  (GDS)  Option  for 
use  with  the  application  modules  for  accessing  and  selecting  data  base 
information  to  compile  files  for  statistical  studies  without  altering 
data  base  elements. 

Perpetual  licenses  for  in-house  software  range  from  about  $90,000  to 
$900,000,  depending  on  the  number  of  modules  selected. 

Turnkey  systems  are  rented  or  sold  to  health  care  clients.  Hardware 
can  be  located  at  the  customer's  site,  or  at  MEDITECH's  computer 
center. 
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All  software  applications  are  available  on  MEDITECH's  processing 
network.  All  processing  is  on-line  and  interactive. 

• MIIS  Standard  (MEDITECH  Interpretive  Information  System)  is  a software 
environment  for  the  development  and  operation  of  application  programs.  The 
system  includes  an  operating  system,  a programming  language,  a language 
interpreter,  a data  base  management  system,  and  a set  of  utility  programs.  It 
was  developed  as  an  enhancement  of  the  MUMPS  Operating  System/Language, 
originally  designed  by  MEDITECH's  founder,  Mr.  Pappalardo.  MIIS/MAGIC  is 
the  new,  enhanced  version  of  the  MIIS  Standard  that  also  supports  micro- 
computers. 

MIIS  Standard  has  over  2,000  end  users.  It  is  licensed  directly  by 
MEDITECH,  as  well  as  by  many  OEMs  and  distributors,  who  use  it  to 
develop  medical  and  nonmedical  applications.  License  fees  are  $5,000 
to  $15,000  per  unit,  depending  on  quantity  and  configuration.  Examples 
of  applications  developed  using  MIIS  Standard  include: 

. A physician's  office  billing  system. 

. A library  system. 

. A hotel  registration  system. 

. A legal  office  system. 

• Occasionally,  the  company  undertakes  custom  applications  software  develop- 
ment projects  for  commercial  and  governmental  institutions. 

INDUSTRY  MARKETS 

• MEDITECH's  1984  revenue  was  derived  approximately  as  follows: 

Medical/hospital  77% 

OEMs  and  computer  systems 
distributors  23 

100% 


GEOGRAPHIC  MARKETS 

• MEDITECH  estimates  its  geographic  markets  to  be  as  follows: 


u.s. 

86% 

Canada 

10 

Europe 

2 

South  America,  Near  East,  Far  East 

_2 

100% 

COMPUTER  HARDWARE  AND  SOFTWARE 

• MEDITECH's  Cambridge  (MA)  data  center  has  various  computers  installed  for 
use  by  its  remote  processing  clients.  Customers  may  also  locate  their  hard- 


6 of  7 
June  I 985 


©1985  by  INPUT.  Reproduction  Prohibited. 


INPUT 


MEDITECH 


ware  in  MEDITECH's  data  center  under  facilities  management  contracts. 
Hardware  installed  includes:  Data  General  Eclipse  and  MV  computers,  Digital 
Equipment  Corporation  PDP/II  and  VAX  computers,  and  the  IBM  Series  I. 
Several  brands  of  microcomputers  are  also  supported. 
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COMPANY  HIGHLIGHT 


MEDICAL  INFORMATION  TECHNOLOGY 
INC.  (MEDITECH) 

255  Bent  St. 

Cambridge,  MA  02141 
(617)  354-3000 


A.  Neil  Pappalardo,  President 
Private  Corporation 
Total  Employees:  90 
Total  Revenue,  Fiscal  Year 
End  12/31/81:  $6,700,000 


THE  COMPANY 

• Medical  Information  Technology  (MEDITECH),  founded  by  Neil  Pappalardo  in 
1969,  provides  processing  services  to  the  health  care  industry. 

• The  company  offers  applications  products,  remote  computing,  and  facilities 
management  for  hospitals,  private  laboratories,  and  prepaid  health  plans.  A 
proprietary  operating  system  and  language  is  licensed  to  OEMs  and  dis- 
tributors. 

• 1981  revenue  was  $6.7  million,  an  18%  increase  over  1980  revenue  of  $5.7 
million.  A five-year  financial  summary  follows. 


MEDITECH 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands) 


SCA  L YEAR 

ITEM  — ______ 

1981 

1980 

1979 

1978 

1977 

Total  Revenue 
. Percent  increase 

$ 6,700 

$ 5,700 

$ 4,800 

$ 4, 100 

$ 3,600 

from  previous  year 

18% 

19% 

17% 

14% 

N/A 

• MEDITECH  has  two  divisions. 


The  Medical  Division  provides  services  for  health  care  organizations, 
and  accounts  for  77%  of  company  revenues. 

The  Commercial  Division  develops  and  markets  systems  software,  and 
occasionally  undertakes  custom  applications  development.  The  division 
maintains  the  MEDITECH  timesharing  network,  and  accounts  for  23% 
of  total  revenues. 
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• Employees  are  segmented  as  follows: 

18 
12 
20 
30 
JO 

90 

• MEDITECH  considers  its  major  competition  in  medical  applications  to  be  the 
MedLAB  division  of  Control  Data  Corporation,  Berkeley  Scientific  Laboratory, 
Technicon,  and  Community  Health  Computing.  Competitors  with  MEDITECH's 
Nurse  Station  Communications  product  include  MCAUTO,  Shared  Medical 
Systems,  Spectra  Medical  Systems,  HBO,  Technicon,  and  the  IBM  Patient  Care 
System. 

KEY  PRODUCTS  AND  SERVICES 

• Software  products  are  accounting  for  an  increasing  percentage  of  total 
revenue;  other  computer  services  are  contributing  proportionately  less. 
INPUT  estimates  MEDITECH's  revenues  are  derived  as  follows: 


Software  Products 

76% 

Processing  Services 

20 

Professional  Services 

2 

Turnkey  Systems 

2 

100% 

Marketing 

Computer  Operations 
Customer  Support 
Systems  Analysts/Programmers 
General  and  Administrative 


Software  is  usually  sold  in  conjunction  with  hardware  supplied  by  an 
OEM.  MEDITECH  has  a close  working  relationship  with  several  of 
these  vendors.  In  effect,  most  end  users  receive  a turnkey  system. 

• A library  of  application  products  for  the  health  care  industry  is  available  for 
standalone  systems,  or  through  MEDITECH's  network.  Ninety  percent  of  users 
license  the  software  for  in-house  systems,  and  10%  use  MEDITECH's 
processing  services. 

Approximately  100  institutions  use  MEDITECH's  products.  Of  these, 
95%  are  hospitals,  2.5%  are  clinics,  and  2.5%  are  prepaid  health  plans. 

Software  runs  on  Data  General  Eclipse,  including  MV6000  and  MV8000, 
DEC  PDP  I I Series,  or  IBM  Series  I minicomputers.  Applications 
operate  under  a proprietary  operating  system,  called  the  MEDITECH 
Interpretive  Information  System  (Mil S). 

. All  software  was  developed  by  MEDITECH  and  operates  in  an  on- 
line, interactive  mode. 
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Medical  applications  modules  operate  independently  or  as  part  of  an 
integrated  system,  and  may  interface  with  applications  from  other 
vendors.  Modules  are: 

. Admissions  for  collection,  retrieval,  and  editing  patient  data. 

. Medical  Records,  an  indexing  system  for  retrieval  of  a previously 
admitted  patient's  medical  record  number. 

. Laboratory. 

. Pharmacy. 

. Radiology. 

. Microbiology. 

. Surgical  Pathology. 

. Nurse  Station  Communications. 

. Materials  Management. 

. General  Ledger. 

. Billing/Accounts  Receivable. 

. Accounts  Payable. 

. Payroll/Personnel. 

. Fixed  Assets  Accounting. 

Applications  most  recently  introduced  are  Surgical  Pathology,  Nurse 
Station  Communications,  and  Materials  Management.  In  1982,  a Blood 
Bank  Time  and  Attendance  module  will  be  added. 

Perpetual  licenses  for  in-house  software  range  from  about  $90,000  to 
$600,000,  depending  on  the  number  of  modules  selected. 

Turnkey  systems  are  rented  or  sold  to  health  care  clients.  Hardware 
can  be  located  at  the  customer's  site,  or  at  MEDITECH's  computer 
center. 

All  software  applications  are  available  on  MEDITECH's  processing 
network.  All  processing  is  on-line  and  interactive. 

• MEDITECH  Interpretive  Information  System  (M IIS)  is  an  operating  system,  a 
language,  and  a program  interpreter.  It  was  developed  as  an  enhancement  of 
the  MUMPS  Operating  System/Language,  originally  designed  by  MEDITECH's 
founder,  Mr.  Pappalardo. 

MIIS  has  over  800  end  users.  It  is  licensed  directly  by  MEDITECH,  as 
well  as  by  many  OEMs  and  distributors,  who  use  it  to  develop  medical 
and  nonmedical  applications.  License  fees  are  $5,000  to  $15,000  per 
unit,  depending  on  guantity  and  configuration.  Examples  of  applications 
include: 

. A physician's  office  billing  system. 

. A library  system. 

. A hotel  registration  system. 

. A legal  office  system. 


3 of  4 
April  1982 


©1982  by  INPUT.  Reproduction  Prohibited. 


INPUT 


MEDICAL  INFORMATION  TECHNOLOGY  INC.  (MEDITECH) 


• Occasionally,  the  company  undertakes  custom  applications  software  develop- 
ment for  commercial  and  governmental  institutions. 

INDUSTRY  MARKETS 


Medical/Hospital  77% 

OEMs  and  Computer  Systems 
Distributors  23% 

GEOGRAPHIC  MARKETS 

U.S.  90% 

Canada  2 

Europe  2 

South  America,  Near  East,  Far  East  6 

100% 


COMPUTER  HARDWARE  AND  SOFTWARE 

• MEDITECH's  Cambridge  (MA)  data  center  has  the  following  hardware 
installed,  all  operating  under  MIIS. 

13  Data  General  Eclipse  C330s  and  C350s. 

6 DEC  PDP  I I /70s. 

7 DEC  PDP  15s. 

3 IBM  Series  Is. 

• MEDITECH's  network  is  accessed  via  dedicated  telephone  lines. 
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MEDICAL  INFORMATION  TECHNOLOGY, 
INC.  (MEDITECH) 

181  Newbury  Street 
Boston,  MA  02116 
(617)  354-3000 


A.  Neil  Pappaiardo,  President 
Private  Corporation 
Total  Employees:  65 
Total  Revenues,  Fiscal  Year  End 
12/78:  $4.1  million 


THE  COMPANY 

• In  1969,  Neil  Pappaiardo  founded  Medical  Information  Technology,  Inc. 
(MEDITECH)  to  provide  processing  services  to  the  health  care  industry.  The 
company  currently  offers  remote  computing  services  and  markets  their 
proprietary  software  for  use  in  turnkey  systems. 

• MEDITECH's  1978  revenues  were  $4.1  million,  a 14%  increase  over  1977 
revenues  of  $3.6  million.  The  company  expects  1979  revenues  to  be  $4.5 
million. 

• Customers  include  hospitals,  medical  clinics,  physician  offices  and  health 
centers.  The  company  also  acts  as  brokers  for  other  services  firms. 
MEDITECH  currently  has  about  250  customers,  but  because  of  the  brokerage 
arrangements,  350  users  are  actually  supported. 

• The  65  company  employees  are  segmented  as  follows: 


- 

Marketing 

5 

- 

Computer  operations 

12 

- 

Customer  support 

20 

- 

Systems  analysts/programmers 

18 

“ 

Administrative 

10 

65 

KEY  PRODUCTS  AND  SERVICES 

• Fifty-five  percent  of  MEDITECH's  business  stems  from  remote  computing 
services.  The  remaining  45%  of  its  business  is  derived  from  software  sales  in 
support  of  turnkey  systems  and  professional  services. 

• MEDITECH's  library  of  application  programs  operate  under  the  control  of  an 
operating  system  called  the  MEDITECH  Interpretive  Information  System 
(MIIS).  MIIS  is  a time-shared  operating  system,  a language,  and  a program 
interpreter.  MIIS  was  designed  by  MEDITECH  as  an  enhancement  of  the 
MUMPS  operating  system/programming  language  originally  developed  by 


I of  3 

August  1979 


© 1979  by  INPUT,  Palo  Alto,  CA  94303,  Reproduction  Prohibited. 


INPUT 


COMPANY  HIGHLIGHT/MEDICAL  INFORMATION  TECHNOLOGY,  INC.  (MEDITECH) 


Massachusetts  General  Hospital  in  Boston  by  Mr.  Pappalardo  especially  for 
interactive  medical  applications. 

• All  applications  can  be  totally  integrated  or  operate  on  a standalone  basis. 
Specific  applications  available  from  the  Medical  Division's  network  service 
include: 

Inpatient  Management  System  (IMS)  is  designed  to  handle  the  clinical 
and  administrative  data  management  needs  of  hospitals  and  other 
health  care  institutions  with  inpatient  services.  The  IMS  system  is 
composed  of  modular  subsystems  which  are  centered  around  a patient 
census  module.  Among  the  applications  currently  offered  are: 

. Medical  records  index. 

. Admissions/census. 

. Utilization  review. 

. Laboratory. 

. Pharmacy. 

. Radiotherapy  (tumor  registry)  automation. 

. Diagnostic,  teaching  and  consulting  packages. 

. Computer-aided  paraprofessional  care. 

Outpatient  Management  System  (OMS)  is  an  automated  medical  records 
system  for  ambulatory  settings.  Again,  this  system  consists  of  software 
modules  each  performing  a distinct  function  within  an  overall  system. 
Each  of  the  modules  may  be  used  effectively  by  itself  or  in  combination 
with  other  modules  to  produce  a complete  system.  The  applications 
currently  included  in  OMS  are: 

. Appointment/scheduling. 

. Medical  records. 

. History. 

. Statistics. 

. Laboratory. 

. Pharmacy. 

. Billing/accounts  receivable. 

Hospital  Financial  System  contains  the  following  subsystems: 

. Admissions  and  census  reporting. 

. Inpatient/outpatient  billing  and  accounts  receivable. 

. Payroll  and  personnel  accounting. 

. Purchasing,  accounts  payable,  inventory  control. 

. General  ledger. 

Laboratory  Information  System  includes  a current  inventory  of  modules 
for: 

. Chemistry. 

. Hematology. 

. Urinalysis. 

. Microbiology. 

. Blood  bank. 
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• MEDITECH  also  licenses  the  M I IS  operating  system  and  its  application 
programs.  MIIS  is  licensed  for  $15,000  and  has  an  optional  1%  monthly  charge 
for  maintenance  and  upgrade.  Quantity  discounts  for  MIIS  are  available. 

Most  of  the  software  sales  have  been  for  turnkey  installations  in 
hospitals.  MEDITECH  does  not  normally  sell  the  required  hardware  for 
the  turnkey  installations,  but  does  provide  professional  assistance  for 
the  purchase  and  installation  of  such  hardware. 

Application  software  prices  start  at  $10,000  and  extend  to  $200,000 
depending  on  options. 

There  are  approximately  300  licensing  arrangements  for  MIIS  at  the 
present  time.  MIIS  is  also  sold  for  use  in  non-medical  applications. 
MEDITECH's  software  is  currently  operational  on  the  following  mini- 
computers: 

DEC  PDP- 1 I family. 

. Data  General  NOVA  and  ECLIPSE  family. 

. IBM  Series/ 1 . 

• MEDITECH's  Commercial  Division  has  had  several  years  of  experience  in 
developing  budget  forecast  systems,  order  processing  applications,  and  the 
development  of  court  administration  systems  for  the  City  and  State  of  New 
York. 


INDUSTRY  MARKETS  Seventy-five  percent  of  MEDITECH's  revenues  are  generated 
from  the  medical  and  hospital  industries.  The  remaining  25%  stems  from  software 
sales  to  various  industries  and  contract  programming  services  with  state  and  local 
government  agencies. 


GEOGRAPHIC  MARKETS  Ninety  percent  of  MEDITECH's  revenues  are  derived 
from  the  U.S.  and  10%  from  overseas  locations.  The  company  maintains  one  sales 
office  in  Boston. 


COMPUTER  HARDWARE  AND  SOFTWARE 

• MEDITECH  operates  one  data  center  in  Cambridge.  Access  to  the  data  center 
is  by  dedicated  phone  lines. 

• The  computer  center  contains  three  DEC  PDP- 1 Is,  eleven  DEC  PDP- 1 5s,  eight 
Data  General  ECLIPSE'S,  and  two  IBM  Series/ Is.  All  systems  use  MEDITECH's 
MIIS  operating  system. 
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MEDICUS  AFFILIATES,  INC 

990  Grove  Street 
Evanston,  IL  60201 
(312)  866-1500 


Richard  C.  Jelinik,  President 
Wholly  owned  subsidiary  of 
Whittaker  Corporation 
Total  Employees:  650 
Total  Revenue,  Fiscal  Year  End 
10/31/80:  $32,500,000* 
Computer  Services  Revenue: 
$26,000,000* 


THE  COMPANY 

• Medicus  Affiliates,  Inc.,  founded  in  1969,  provides  management  consulting, 
systems  design  and  implementation,  facilities  management,  and  turnkey 
systems  to  the  health  care  industry. 

• Medicus  Affiliates  was  acquired  in  August  1978  for  approximately  $10  million 
in  cash  by  Whittaker  Corporation,  a diversified  concern  with  $1.4  billion  in  FY 
1980  revenue.  Medicus  Affiliates  is  a unit  of  Whittaker's  Life  Sciences  Group, 
which  distributes  medical  and  surgical  supplies,  performs  contract  healthcare 
and  biomedical  research,  and  provides  management  consulting  to  health  care 
institutions. 

• Medicus  Affiliates  has  two  subsidiaries: 

Medicus  Systems  Corporation  provides  facilities  management  and 
professional  services  to  both  computer  and  noncomputer  related  areas. 
With  450  persons,  INPUT  estimates  that  this  subsidiary  generated  50% 
of  Medicus  Affiliates'  total  fiscal  1980  revenue.  Services  are  organized 
into  six  divisions: 

. Computer  Services  provides  facilities  management,  consulting, 
systems  design,  and  programming. 

. Management  Services  provides  consulting  for  analysis  of  major 
hospital  functions,  feasibility  studies,  personnel  scheduling  and 
reporting,  cost  containment  programs,  and  design  of  organiza- 
tional relationships. 

. Planning  Services  includes  consulting  in  the  areas  of  strategic 
planning,  program  management,  facility  master  plannning,  space 
management,  regional  health  service,  shared  services,  and 
mergers. 

*INPUT  estimate 


I of  5 

September  1981 

©1981  by  INPUT.  Reproduction  Prohibited. 


INPUT 


MEDICUS  AFFILIATES,  INC. 


. Government  Services  concentrates  on  the  design  and  evaluation 
of  decision-support  systems  and  policy  evaluation  in  health  care 
for  state  and  federal  government  agencies. 

. Financial  Services  assists  hospital  financial  managers  in  building 
financial  plans,  improving  the  utilization  of  hospital  assets,  and 
maintaining  financial  flexibility. 

. Medicus  Microsystems  markets  turnkey  systems  which  assist  in 
determining  nursing  workloads  and  in  evaluating  the  quality  of 
care  delivered  by  individual  nursing  units. 

Spectra  Medical  Systems,  with  200  employees,  markets  hospital, 
medical,  and  financial  information  turnkey  systems.  INPUT  estimates 
that  Spectra  contributed  50%  of  Medicus  Affiliates'  total  fiscal  1980 
revenue. 


KEY  PRODUCTS  AND  SERVICES 

• Medicus  Systems  Corporation's  facilities  management  (FM)  and  professional 
services  revenues  are  generated  primarily  by  its  Computer  Services  group. 
Medicus  Systems  manages  data  processing  facilities  for  single  and  multiple 
hospital  organizations,  develops  and  evaluates  short-term  and  long-range  data 
processing  plans,  and  designs  and  implements  subsystems  for  hospital  informa- 
tion systems.  Examples  of  projects  in  these  areas  follow: 

Since  January  1976,  Medicus  has  provided  FM  contract  services  to  Mt. 
Sinai  Hospital  in  Cleveland.  The  agreement  includes  installation, 
management,  and  operation  of  an  IBM  facility  for  financial,  administra- 
tive, laboratory,  and  pharmacy  applications  support. 

A seven-year  FM  contract  with  Evanston  Hospital,  near  Medicus 
headquarters  in  Evanston,  began  in  February  1979.  Medicus  is  jointly 
developing  a large-scale,  on-line  patient  accounting  system  with 
Evanston  Hospital  as  well  as  updating  and  replacing  most  of  the 
hospital's  data  processing  systems. 

Medicus  Systems  provides  all  programming,  systems  analysis,  and 
operations  functions  for  the  Bethesda  Oak  and  North  Hospitals  of 
Cincinnati  under  an  FM  agreement.  An  on-line  communication  system 
integrates  emergency  room,  admitting,  outpatient  registration,  medical 
records,  pharmacy,  and  financial  areas. 

• In  connection  with  its  FM  services,  Medicus  Systems  has  developed  a modular, 
integrated  hospital  information  system  supporting  financial  and  administrative 
applications.  Application  modules  can  be  implemented  independently  and 
customized  to  the  institution's  needs.  Applications  and  subsystems  are 
summarized  in  the  Exhibit. 
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APPLICATION  ARE  A/SUBS  YSTEM 


• FINANCIAL  MANAGEMENT 

INPATIENT  BILLING 

ACCOUNTS  RECEIVABLE  REPORTING 

ACCOUNTS  PAYABLE 

GENERAL  LEDGER 

FIXED  ASSET  ACCOUNTING 

COST  ALLOCATION 

BUDGET  REPORTING 

PAYROLL/PERSONNEL 

FINANCIAL  PLANNING  SYSTEM 

PROFESSIONAL  AND  CLINIC  BILLING 

COMPREHENSIVE  UNIFORM  BILLING 

PHYSICIAN  BILLING 

GENERAL  BILLING 

MMIS 

• MATERIALS  MANAGEMENT 

PURCHASING 

RECEIVING 

INVENTORY  CONTROL 
PREVENTIVE  MAINTENANCE 
FIXED  ASSET  ACCOUNTING 

• NURSING  SERVICE  MANAGEMENT 

PERSONNEL  SCHEDULING 
WORKLOAD  DISTRIBUTION 
STAFF  ALLOCATION 
QUALITY  MONITORING 
MANAGEMENT  REPORTING 

• FOODSERVICE  MANAGEMENT 

PRODUCTION  CONTROL 
MENU  PLANNING 
PURCHASING 

FOOD  INVENTORY  MANAGEMENT 
NUTRIENT  ANALYSIS 
COST  ACCOUNTING 


APPLICATION  AREA/SUBSYSTEM 


• GENERAL  MANAGEMENT  SUPPORT 

PATIENT  CENSUS  REPORTING 
MANPOWER  CONTROL 
PERSONNEL  BUDGETING  AND 
POSITION  CONTROL 
PATIENT  STATISTICS 
PERSONNEL  INFORMATION 
PRODUCTIVITY  REPORTING 

• ADMISSIONS 

ON-LINE  ADMITTING  AND  CENSUS 
INQUIRY 

ON-LINE  OUTPATIENT  REGISTRATION 
DATA  ENTRY  TO  CLINICAL  SYSTEMS 
OUTPATIENT  APPOINTMENT 
SCHEDULING 

• MEDICAL  RECORDS 

MEDICAL  RECORDS  CROSS  REFERENCE 
MEDICAL  RECORDS  ABSTRACTING 
CPHA  INTERFACE  SYSTEM 

• PHARMACY 

INVENTORY  CONTROL 
DRUG  PROFILE 
DRUG  INTERACTIONS 
CHARGE  GENERATION 

• NURSE  STATION 

COMPLETE  ORDER  ENTRY  AND 
COMMUNICATIONS  - VIA  SPECTRA 
MEDICAL  SYSTEMS 

• UTILIZATION  REVIEWS 

- WORKSHEETS  FOR  CERTIFICATION 
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Software  implementation  contracts,  in  which  Medicus  installs  applica- 
tion modules  for  one-year  contract  periods,  are  also  available.  These 
agreements  do  not  involve  any  facilities  management  services  on  the 
part  of  Medicus.  INPUT  estimates  that  these  contracts  account  for  less 
than  5%of  Medicus  Affiliate's  total  FY  1980  revenue. 

• Medicus  Systems'  Financial  Services  group  offers  budgeting  and  financial 
simulation  models  designed  to  assist  in  the  planning  of  hospital  operations  and 
financial  strategies.  The  models,  accessed  via  terminals  connected  to  the 
STSC  processing  facility  in  Bethesda,  Maryland,  include: 

The  Operations  Planning  System  (OPS),  a complete  budgeting  system, 
provides  budget  preparation  capability,  variance  reporting,  forecasting 
and  simulation  features  for  analyzing  alternative  budgeting  methods. 

The  Financial  Planning  System  (FPS)  simulates  the  hospital's  financial 
environment,  and  provides  revenue  calculations,  manipulation  of 
variables  affecting  reimbursement,  and  assistance  in  preparing 
Medicare  schedules.  When  used  in  conjunction  with  OPS,  budgeted 
costs  and  gross  revenue  can  be  processed  to  produce  allocated  costs  and 
net  revenue. 

• EDP-related  professional  services  are  sometimes  provided  in  conjunction  with 
management  consulting  activities  performed  by  Medicus  Systems'  Manage- 
ment, Planning,  Government,  and  Financial  Services  divisions.  The  divisions 
may  work  together  or  with  Spectra  Medical  to  serve  a particular  client's 
needs. 

• The  Medicus  Microsystems  division  of  Medicus  Systems  Corporation  markets 
the  following  turnkey  systems  using  the  Texas  Instruments  DS990  Model  I 
microcomputer. 

A nursing  management  turnkey  system,  with  approximately  27  installa- 
tions, sells  in  the  $70,000  to  $80,000  price  range.  Applications  provided 
with  the  system  may  also  be  purchased  as  software  packages  for  batch 
use  and  are  installed  in  approximately  26  locations.  Nursing  manage- 
ment functions  supported  on  the  system  include: 

. Patient  classification  computation. 

. Workload  and  recommended  staffing  by  skill  level. 

. Workload  forecasting. 

. Recommended  staffing  allocations. 

. Management  reporting. 

. Quality  monitoring. 

In  July  1981,  Medicus  Microsystems  announced  the  Manpower  Perform- 
ance Reporting  System,  a hospital  services  turnkey  product.  The 
system  measures  department  workloads,  calculates  recommended 
departmental  staffing  hours,  and  offers  an  index  of  productivity.  Prices 
range  from  $35,000  to  $125,000. 
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• Spectra  Medical  Systems  markets  three  hospital  turnkey  systems  which  use 
Data  General  Eclipse  minicomputers.  The  systems  operate  in  a standalone 
mode  or  can  be  interfaced  with  one  another  or  other  hospital  systems. 

The  Spectra  1000  Hospital  Information  System  (HIS),  introduced  in 
1980,  links  all  hospital  departments  to  a common  data  base  providing 
patient  and  hospital  information.  System  modules  include  patient 
registration,  patient  accounting,  material  management,  and  labor  and 
financial  management.  Spectra  1000  is  marketed  to  hospitals  ranging  in 
size  from  100  to  550  beds.  Purchase  price  ranges  from  $350,000  to 
$450,000. 

The  Spectra  2000  Medical  Information  System  (MIS)  uses  functionally 
color-coded  video  display  units  and  a light  pen  for  entering  and 
retrieving  information.  Geared  to  the  medical  professional,  MIS 
provides  a comprehensive  data  base,  tracking  patient  information  from 
preadmission  to  discharge  as  well  as  supporting  financial  reporting  and 
analysis,  research,  and  special  studies. 

. With  17  domestic  and  international  installations,  MIS  is  sold  to 
hospitals  with  from  250  to  over  1 ,000  beds.  The  average  system 
is  priced  at  $1.2  million. 

• Whittaker's  General  Medical  subsidiary,  a major  distributor  of  medical  supplies 
and  equipment,  plans  to  develop  a hospital  inventory  management  service  in 
conjunction  with  Medicus  Affiliates.  Plans  for  the  system  include  program- 
ming Spectra  systems  to  automatically  reorder  replacements  from  General 
Medical  when  minimal  hospital  inventory  levels  are  reached. 


INDUSTRY  MARKETS 

• Medicus  Affiliates'  fiscal  1980  revenue  was  derived  from  government,  educa- 
tional, and  medical  health  care  institutions. 


GEOGRAPHIC  MARKETS 

• INPUT  estimates  that  less  than  5%  of  Medicus  Systems  Corporation's  total  FY 
1980  revenue  was  international,  primarily  Canadian.  Spectra  Medical's 
turnkey  systems  are  marketed  worldwide,  with  international  revenue  account- 
ing for  an  estimated  15%  of  its  total  fiscal  1980  sales. 

• Regional  offices  are  located  in  Chicago;  Houston;  Atlanta;  Boston;  Washing- 
ton, DC;  San  Francisco;  Sunnyvale,  CA;  and  Toronto. 


COMPUTER  HARDWARE  AND  SOFTWARE 

• Medicus  Affiliates  maintains  IBM  equipment  at  its  Evanston,  IL,  headquarters. 
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MEDIFLEX  SYSTEMS  CORPORATION 

990  Grove  Street 
Evanston,  IL  60201 
(312)  866-1500 


Richard  C.  Jelinek,  Chairman  and  CEO 
John  K.  Kerr,  President 
Public  Corporation,  OTC 
Total  Employees:  519 
Total  Revenue,  Fiscal  Year  End 
5/31/84:  $28,672,091 


THE  COMPANY 

• Mediflex  Systems  Corporation  provides  facilities  management  professional 
services,  processing  services,  and  applications  software  packages  to  the  health 
care  industry. 

The  company  was  originally  founded  in  1969  as  Medicus  Affiliates.  In 
1978  it  was  acquired  by  Whittaker  Corporation  and  became  the  Medi- 
flex Systems  division  of  Whittaker  Medicus,  Inc.,  a wholly  owned 
Whittaker  subsidiary. 

During  1983  three  corporations  were  formed  by  certain  officers  and 
employees  of  Whittaker  Medicus,  including  Mediflex  Systems  Corpora- 
tion, for  the  purpose  of  acquiring  the  business  of  Whittaker  Medicus. 

In  April  1983  Mediflex  Systems  Corporation  acquired  the  business  of 
the  Mediflex  Systems  division  of  of  Whittaker  Medicus. 

• In  October  1983  Mediflex  Systems  Corporation  made  an  initial  public  offering 
of  917,000  shares  of  common  stock.  Net  proceeds  of  approximately  $12.2 
million  were  used  to  retire  the  company's  Series  R Preferred  Stock  and  for 
general  corporate  purposes. 

In  August  1984  Mediflex  Systems  effected  a second  public  offering  of 
977,500  shares  of  common  stock,  with  400,000  shares  sold  by  the 
company  and  577,500  shares  sold  by  existing  shareholders.  Net 
proceeds  to  the  company  of  approximately  $5  million  will  be  used  for 
general  corporate  purposes  and  to  assist  client  hospitals  in  the  acquisi- 
tion of  computer  systems. 

• In  November  1984  Mediflex  Systems  and  HBO  & Company  reached  an  agree- 
ment in  principal  whereby  HBO  would  acquire  Mediflex  Systems.  HBO  will 
issue  one  share  of  its  stock  for  every  outstanding  share  of  Mediflex  stock  in  a 
pooling-of-interests  transaction. 

Consummation  of  the  acquisition  is  subject  to  approval  by  the  share- 
holders and  boards  of  directors  of  both  companies. 
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Subsequent  to  the  acquisition  Mediflex  Systems  would  operate  as  a 
wholly  owned  subsidiary  of  HBO. 

Fiscal  1984  revenue  reached  $28.7  million,  a 39%  increase  over  1983  revenue 
of  $20.7  million.  Net  income  rose  127%  from  $1.2  million  in  fiscal  1983  to 
$2.7  million  in  fiscal  1984.  A five-year  financial  summary  follows: 


MEDIFLEX  SYSTEMS  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


(a)  Represents  the  proforma  combined  results  of  operations  of  Mediflex  Systems  and 
its  predecessor,  the  Mediflex  Systems  division  of  Whittaker  Medicus.  Results  prior 
to  fiscal  1983  reflect  the  operations  of  the  predecessor. 


• Mediflex  Systems  management  attributes  net  income  increases  to  increased 
sales  of  its  software  products. 

Mediflex  Systems  management  believes  that  there  is  a wider  market- 
place acceptance  of  its  facilities  management  services  when  the 
company  also  offers  proprietary  applications  software.  By  offering 
both  facilities  management  services  and  software  products  the 
company  believes  it  can  benefit  from  shared  marketing  and  product 
development  efforts  and  generate  higher  profit  margins. 

• Research  and  development  expenses  were  $1.9  million  in  fiscal  1984  (7%  of 
revenue),  $1.3  million  in  fiscal  1983  (6%  of  revenue),  and  $1.4  million  in  fiscal 
1982  (10%  of  revenue). 
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• Revenue  for  the  six  months  ending  November  30,  1984  was  $18  million,  a 33% 
increase  over  $13.5  million  for  the  same  period  in  1983.  Net  income  for  the 
period  rose  7%,  from  $1.4  million  to  $1.5  million. 

• As  of  May  31,  1984  Mediflex  Systems  had  519  employees.  As  of  November  30, 
1984,  the  company  had  approximately  558  employees,  segmented  as  follows: 


Marketing/sales 

15 

Contract  management 

397 

Software  products 

43 

Processing  services 

70 

General  and  administrative 

33 

558 

• Mediflex  Systems  identifies  its  competitors  by  product/service  area  as 
follows: 

Facilities  management:  Shared  Medical  Systems  and  Compucare. 

Patient  accounting  software  products:  Health  Information  Systems  and 

IBM. 

Financial  modeling  products:  Amherst  Associates  and  Ernst  & 

Whinney. 

KEY  PRODUCTS  AND  SERVICES 

• Approximately  55%  of  Mediflex  Systems'  fiscal  1984  revenue  was  derived 
from  facilities  management  professional  services,  29%  from  applications 
software  products,  14%  from  processing  services,  and  2%  from  interest.  A 
three-year  summary  of  source  of  revenue,  as  reported  by  Mediflex  Systems, 
follows: 

MEDIFLEX  SYSTEMS  CORPORATION 
THREE- YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  thousands) 

5/84  5/83  5/82 


Facilities  management 
Software  products  and 

$15,716 

$13,788 

$1  1,494 

processing  services 

12,304 

6,841 

3,237 

Interest 

652 

56 

- 

Total 

$28,672 

$20,685 

$14,731 

• Mediflex  Systems'  target  market  for  its  facilites  management  services  and 
software  products  is  hospitals  or  multi-hospital  groups  with  300  or  more  beds 
and  IBM  43XX  or  larger  computers.  The  primary  market  for  decision  support 
applications  on  a timesharing  basis  is  hospitals  with  150  or  more  beds. 
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Facilities  management  services  are  provided  on  a fixed  fee  basis  under 
agreements  with  terms  that  range  from  two  to  seven  years  (two  or  three  years 
being  typical). 

In  providing  facilities  management  services,  Mediflex  Systems  typically 
supplies  data  processing  management  personnel  and  assumes  manage- 
ment responsibility  for  day-to-day  operations,  software  installation  and 
implementation,  as  well  as  the  custom  design  and  development  of 
applications  software  under  a multi-year  agreement.  In  addition  to 
management  personnel,  the  company  generally  provides  programmers, 
systems  analysts,  and  management  systems  engineers.  The  contract 
manager,  who  is  based  on  site,  works  directly  with  either  the  chief 
operating  officer,  the  chief  financial  officer  or  a senior  manager  of  the 
hospital.  Existing  hospital  data  processing  professionals  typically 
become  Mediflex  Systems  employees. 

In  conjunction  with  its  facilities  management  services,  Mediflex 
Systems  may  propose  installation  of  a "core  set"  of  applications  soft- 
ware including  Mediflex's  proprietary  software  and  certain  third-party 
financial  packages. 

Mediflex  Systems'  services  to  date  have  been  provided  to  hospitals 
having  approximately  300  or  more  beds.  During  1983  the  company 
introduced  the  Regional  Data  Center  concept  to  provide  facilities 
management  to  smaller  hospitals  and  multi-hospital  groups.  Under 
common  ownership,  voluntary  association,  or  contractual  arrangement, 
these  smaller  hospitals  can  join  together  to  share  the  cost  of  hardware, 
software,  and  professional  facilities  management. 

As  of  May  31,  1984,  Mediflex  Systems  had  a total  of  13  facilities 
management  agreements  that  served  19  hospitals.  The  hospitals  are 
located  in  eight  states  and  the  District  of  Columbia  and  include  single 
hospitals  and  multi-hospital  groups  with  297  to  2,062  beds  with  a 
median  of  6 1 8 beds. 

As  of  November  30,  1984,  Mediflex  Systems  had  a total  of  15  facilities 
management  agreements  that  served  23  hospitals.  The  hospitals  are 
located  in  nine  states  and  the  District  of  Columbia  and  include  single 
and  multi-hospital  groups  with  297  to  2,062  beds  with  a median  of  660 
beds. 

The  number  of  company  employees  located  at  facilities  management 
sites  ranges  from  as  few  as  2 to  as  many  as  59,  with  the  average 
number  being  25. 

Approximately  5%  of  fiscal  1984  facilities  management  contract 
revenue  was  derived  from  Mediflex's  Resource  Management  software 
product-related  services. 
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. Resource  Management  provides  client  institutions  with  installa- 
tion and  implementation  of  Mediflex's  software  products  and 
operation  and  management  of  data  processing  facilities  usually 
for  periods  of  less  than  a year. 

. Of  the  35  non-facilities  management  clients  who  have  licensed 
Mediflex's  software  products,  19  have  contracted  for  implemen- 
tation services. 

. Mediflex  also  undertakes  development  projects  under  Resource 
Management  agreements  to  integrate  Mediflex  software 
products  with  client-developed  systems  or  with  standalone 
systems  supplied  by  other  vendors. 

. During  fiscal  1984  Mediflex  added  II  Resource  Management 
clients.  During  the  first  six  months  of  fiscal  1985  six  clients 
have  been  added,  bringing  the  total  number  of  clients  who  have 
contracted  for  these  services  to  17. 

In  late  1984  Mediflex  Systems  introduced  its  Turnkey  Facilities 
Management  services,  combining  hardware,  software,  management,  and 
operations  services  under  a single  contract  with  a single  monthly 
service  fee  option. 

. Mediflex  provides  the  installation  and  implementation  of  an  IBM 
43XX-based  system  with  Mediflex  proprietary  applications 
software  and  establishes  information  policies  and  procedures. 

. There  are  currently  two  Turnkey  Facilities  Management  clients. 

• Mediflex  Systems'  applications  software  products  are  designed  to  operate  on 
IBM  43XX  series  or  larger  mainframes  under  the  DOS  operating  system. 

MediPac®  , introduced  in  1982,  is  a general  administration  and  patient 
management  system. 

. Modules  include: 

The  MediPac  Patient  Registration  module  provides 
hospitals  with  a real-time  registration  system  for  all 
patient  classifications,  including  inpatient  admissions, 
emergency  room  registrations,  referrals,  and  ambulatory 
patients.  This  module  also  records  the  discharge  or 
transfer  of  a patient,  maintains  a patient  census,  records 
retroactive  admissions  and  discharges,  and  permits  the 
transfer  of  emergency  room  and  nonrecurring  outpatients 
to  inpatient  status.  An  on-line  real-time  Master  Patient 
index  allows  hospitals  to  identify  patients  by  unit  number 
and  record  number  for  accounting  and  medical  record 
purposes.  This  module  licenses  for  $50,000. 
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The  MediPac  Patient  Accounting  module  provides  all  the 
tools  for  patient  billing  and  accounts  receivable  manage- 
ment. It  maintains  a single  file  for  all  types  of  patients 
and  provides  billing  and  accounts  receivable  processing 
for  "fee-for-service"  physicians  and  institutional  ac- 
counts. This  module  also  maintains  every  patient  trans- 
action as  part  of  its  data  base  as  long  as  desired.  It 
captures  clinical  data  and  merges  it  with  billing  data  to 
produce  a case  mix  data  base.  It  provides  Diagnosis- 
Related  Group  (DRG)  reporting  and  is  fully  interfaced 
with  the  case  mix  management  components  of  the  Medi- 
Flex  decision  support  system.  This  module  licenses  for 
$325,000. 

The  complete  MediPac  package  is  typically  licensed  for 
$375,000,  except  when  licensed  to  the  company's  facilities 
management  clients. 

Mediflex  developed  the  Patient  Registration  and  Patient 
Accounting  modules  in  conjunction  with  Evanston  Hospital 
Corporation,  a facilities  management  client,  and  pays  Evanston 
Hospital  royalties  on  licenses  of  these  modules.  These  royalties 
are  approximately  8%  of  current  license  fees. 

. As  of  May  31,  1984,  Mediflex  had  licensed  the  MediPac  software 
to  40  hospitals  serving  75  institutions,  including  nine  of  its 
facilities  management  clients  and  13  resource  management 
clients. 

. As  of  November  30,  1984,  Mediflex  had  licensed  the  MediPac 
software  to  48  clients  serving  approximately  90  institutions, 
including  10  of  its  facilities  management  clients  and  16  resource 
management  clients. 

. Mediflex  Systems  is  currently  developing  the  MediPac  Medical 
Record  Management  series  of  modules.  The  first  module, 
Medical  Records  Abstracting,  will  capture  basic  patient  ab- 
stracting data  and  produce  routine  management  reports,  provide 
for  special  studies,  and  maintain  a patient  data  base  for  use  by 
hospital  planners  and  administrators.  This  first  module,  sched- 
uled for  release  in  early  1985,  will  be  integrated  with  the  Medi- 
Flex  DRG  Analysis  and  Management  Reporting  module. 

The  MediFlex®  family  of  software  products  provides  decision  support 

functions  including  financial  modeling,  budgeting,  and  management 

reporting. 

. The  initial  MediFlex  module  for  financial  modeling  was  acquired 
in  1974.  Mediflex  has  since  designed  and  developed  two  addi- 
tional modules  to  help  hospitals  plan  and  simulate  price  changes 
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and  cost  allocations,  budget  revenues,  and  expenses  as  financial 
variables  change,  and  produce  management  reports  in  response 
to  changing  health  care  regulatory  requirements. 

The  MediFlex  Financial  Modeling  Module  is  an  on-line, 
real-time  financial  package  for  planning,  reimbursement, 
and  control. 

The  MediFlex  Budgeting  Module  allows  hospital  managers 
to  create,  maintain  and  modify  operating  budgets.  This 
module  uses  historical  data,  trends,  relationships  between 
workload  and  volume,  management-defined  performance 
and  productivity  criteria,  institutional  growth  targets, 
and  personnel  management  data  to  create  models  for 
accurate  operating  budgets. 

The  MediFlex  DRG  Analysis  and  Management  Reporting 
Module  assists  hospital  management  in  addressing  the 
Prospective  Payment  System  and  other  new  federal 
regulations  and  laws.  The  patient  case  mix  data  base  it 
provides  can  be  used  to  measure  hospital  resource 
consumption  by  DRG. 

MediFlex  can  be  licensed  as  a separate  package  or  in  conjunc- 
tion with  the  company's  MediPac  and  CliniPac  products. 
License  fees  are  typically  between  $90,000  and  $120,000,  plus 
maintenance. 

Over  14  clients  serving  53  institutions  have  licensed  MediFlex 
for  in-house  use. 

The  majority  of  MediFlex  clients  access  the  system  on  a remote 
computing  basis  via  terminals  or  personal  computers  connected 
to  the  Mediflex  National  Data  Center  in  Atlanta. 

These  services  contributed  approximately  $4  million  to 
fiscal  1 984  revenue. 

As  of  May  31,  1984  MediFlex  served  333  hospital  clients 
through  its  Atlanta  data  center.  Of  these,  120  hospitals 
were  licensed  directly  to  use  the  MediFlex  packages  and 
213  hospitals  were  licensed  through  I I accounting  firms, 
four  reimbursement  consultants,  and  one  hospital  associa- 
tion. 

As  of  November  30,  1984,  MediFlex  served  340  hospital 
clients  through  its  Atlanta  data  center.  Of  these,  158 
hospitals  were  licensed  directly  to  use  the  MediFlex 
packages  and  182  hospitals  were  licensed  through  II 
accounting  firms  and  four  reimbursement  consultants. 
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The  CliniPac™  patient  care  system,  announced  in  May  1984,  provides 

hospitals  with  a hospitalwide  system  for  patient  care  order  entry, 

communications,  and  information  distribution. 

. Integrated  modules  include: 

The  Order  Entry/Communications  Module  permits  author- 
ized clinical  personnel  to  transmit  patient  care  orders 
from  terminals  located  throughout  the  hospital  to  all 
nursing  units,  as  well  as  to  approximate  ancillary  depart- 
ments. 

The  Ancillary  Systems  Management  Module  provides  data 
processing  support  for  such  ancillary  departments  as 
pharmacy,  radiology,  and  laboratory,  as  well  as  the 
capability  to  process  orders  to  these  and  other  ancillary 
departments.  All  orders  for  tests,  procedures,  medica- 
tions, or  other  treatments  are  recorded  in  the  appropriate 
patient  records  and  resultant  charges  are  captured  for 
billing. 

. CliniPac  also  includes  on-line  interfaces  to  third-party  stand- 
alone ancillary  departmental  systems  and  on-line  interface  to 
MediPac. 

. Mediflex  Systems  will  begin  actively  marketing  CliniPac  in  the 
second  quarter  of  fiscal  1985.  The  system  will  be  installed  at 
two  Beta  test  sites  during  the  third  fiscal  quarter. 

Mediflex  Systems  also  offers  a range  of  products  for  specific  depart- 
mental or  management  needs  as  follows: 

. Integrated  general  accounting  and  human  resources  software 

systems  that,  with  MediPac,  provide  client  hospitals  a "core  set" 
of  financial  applications  supported  by  one  vendor.  These 
products  were  developed  by  Integral  Systems,  Inc.  and  UCCEL. 

. Materials  Management  software,  designed  to  provide  real-time 
transaction  processing  for  inventory  control,  purchasing,  and 
receiving,  both  in  the  hospital  on-site  materials  management 
locations  and  in  off-site  warehouses.  Features  of  this  system 
include  the  ability  to  process  automatic  re-order  notification  for 
stock  items,  stock  leveling,  calculation  of  economic  order 
quantities  based  on  historical  utilization,  and  the  creation  of 
purchase  orders  for  both  stock  and  nonstock  items. 

. Nursing  Productivity  and  Quality  (NPAQ)  includes  modules  for 
patient  classification,  staffing,  quality  monitoring,  budgeting, 
DRG  cost  management,  personnel  data  management,  and  sched- 
uling. NPAQ  provides  a range  of  information  for  the  manage- 
ment of  skilled  nursing  care  resources. 
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. Computerized  Information  System  for  the  Operating  Room 
(CISOR)  assists  in  tracking  room,  staff,  service,  and  physician 
utilization  patterns  and  trends.  This  system  also  supports  case 
scheduling,  delay  management,  patient  charging,  and  staff 
allocation.  CISOR  provides  management  information  for  the 
optimum  utilization  of  operating  theater  facilities  and  re- 
sources. 

. Manpower  Performance  Reporting  System  (MPRS)  collects  and 
reports  workload,  staffing,  and  labor  productivity  data.  Work- 
load measures  are  sensitive  to  labor  mix,  and  system  reports  are 
organizationally  tiered  to  promote  accountability.  Key  produc- 
tivity indicators  are  compared  against  targets,  across  depart- 
ments, and  over  time.  MPRS  provides  management  information 
for  the  measurement  of  labor  performance  across  a wide  range 
of  occupational  categories. 

During  1985  Mediflex  Systems  will  continue  to  extend  and  enhance  its 
existing  products  and  complete  development  of  Medical  Records, 
Materials  Management,  and  Patient  Scheduling  and  Appointments 
systems. 

INDUSTRY  MARKETS 

• Virtually  all  of  Mediflex's  fiscal  1984  revenue  was  derived  from  hospitals  and 
multi-hospital  groups.  A small  percentage  was  derived  from  public  accounting 
firms,  consultants,  and  hospital  associations  that  license  the  MediFlex  soft- 
ware for  their  hospital  clients. 

GEORGRAPHIC  MARKETS 

• One  hundred  percent  of  Mediflex's  fiscal  1984  revenue  was  derived  from  the 

U.S. 

Facilities  management  clients  are  located  in  nine  states  and  the 
District  of  Columbia. 

Remote  computing  clients  are  located  primarily  in  the  Midwest  and 
Southeastern  U.S. 

• Mediflex  Systems  has  regional  offices  in  Walnut  Creek  (CA),  Wilton  (CT), 
Atlanta  (GA),  Grand  Rapids  (Ml),  Akron  (OH),  Houston  and  Lewisville  (TX), 
and  Washington,  D.C. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Mediflex  Systems  has  an  Amdahl  470-V8,  DOS,  MVS,  VM  installed  at  its 
National  Center  in  Atlanta. 

• MediFlex  remote  computing  clients  access  the  National  Data  Center  via 
TYMNET. 
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COMPANY  PROFILE 


MEDSTAT  SYSTEMS,  INC. 

777  East  Eisenhower  Parkway 
Ann  Arbor,  Ml  48108 
Phone:  (313)  996-1180 


Ernest  G.  Ludy,  Chairman  and  CEO 
Laurence  J.  Hagerty,  President  and  COO 
Public  Corporation,  NASDAQ 
Total  Employees:  200 
Total  Revenue,  Fiscal  Year  End 
9/31/91:  $17,883,690 


The  Company  MEDSTAT  Systems,  Inc.,  founded  in  1981,  integrates  and  manages 

large-scale  medical  claims  data  bases,  develops  data  base  access  and 
analysis  software  tools,  and  assists  clients  with  interpreting  the 
information  to  manage  group  health  insurance  costs. 

MEDSTAT's  growth  strategy  is  as  follows: 

• To  expand  its  customer  base  of  large  employers  and  thereby 
continue  to  build  its  proprietary  national  data  base  of  medical 
claims 

• To  remarket  its  proprietary  software  systems  and  data  base  to 
the  health  insurance  industry  and  other  health  care  data-oriented 
markets 

In  1991,  three  important  developments  combined  to  establish 
MEDSTAT’s  early  market  leadership  position  in  the  health 
insurance  sector. 

• IBM  selected  MEDSTAT  as  a Business  Partner  and  Industry 
Application  Specialist,  signifying  its  confidence  in  MEDSTAT's 
insurance  market  strategy  and  product  directions. 

• During  the  fourth  quarter,  MEDSTAT  released  an  IBM  version 
of  the  company's  DataScan  software  system  to  service  the 
insurance  industry.  Additionally,  new  and  expanded  applications 
were  released  in  1991  for  Employer  Systems  and  Services. 

• MEDSTAT  added  four  new  insurance  clients,  including  software 
licenses  with  the  two  largest  commercial  health  insurers,  The 
Prudential  and  CIGNA. 

MEDSTAT's  fiscal  1991  revenues  reached  $17.9  million,  a 39% 
increase  over  fiscal  1990  revenue  of  $12.9  million.  A five-year 
financial  summary  follows: 


March  1992 
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MEDSTAT  SYSTEMS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

9/91 

9/90 

9/89 

9/88 

9/87 

Revenue 

. Percent  increase 

$17,884 

$12,886 

$9,269 

$6,953 

$5,256 

from  previous  year 

39% 

39% 

33% 

32% 

40% 

Income  before  taxes 

$2,891 

$2,172 

$1,780 

N/A 

N/A 

. Percent  increase 

from  previous  year 

33% 

22% 

N/A 

N/A 

N/A 

Net  income 

$1,903 

$1 ,424 

$1,210 

$1,220 

$1,252 

. Percent  increase 

(decrease)  from 
previous  year 

34% 

18% 

(1%) 

(3%) 

147% 

Earnings  per  share 

$0.66 

$0.52 

$0.45 

$0.46 

$0.47 

. Percent  increase 
(decrease)  from 
previous  year 

(27%) 

16% 

(2%) 

(2%) 

135% 

MEDSTAT's  revenue  increases  were  attributed  to  the  addition  of 
new  clients  as  well  as  strong  levels  of  contract  renewals. 

• Other  income,  which  consists  primarily  of  interest  income  and 
expense,  was  $134,000  in  1991,  down  from  $269,000  in  1990  and 
$305,000  in  1989.  The  decreases  were  due  primarily  to  lower 
interest  rates  earned  and  reduced  cash  equivalents  available  for 
investment. 

• Research  and  development  expenses  (after  capitalized  amounts) 
totaled  $3.9  million  (22%  of  revenue)  in  fiscal  1991,  as  compared 
to  $3.7  million  (29%  of  revenue)  in  fiscal  1990,  and  $1.4  million 
(14%  of  revenue)  in  fiscal  1989. 

Revenue  for  the  three  months  ending  December  31,  1991  reached 
$5.7  million,  a 49%  increase  over  $3.8  million  for  the  same  period 
in  1990.  Net  income  was  $588,000,  up  43%  from  $410,000. 

• MEDSTAT  announced  a two-for-one  stock  split  to  be  distributed 
March  2,  1992,  for  all  shareholders  of  record  at  the  close  of 
business  on  February  14,  1992. 

Nearly  all  of  MEDSTAT's  revenues  result  from  multiyear 
agreements.  At  the  end  of  fiscal  1991,  the  company  had  83  clients 
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Key  Products  and 
Services 


as  compared  to  70  at  the  end  of  fiscal  1990,  and  57  at  the  end  of 
fiscal  1989. 


MEDSTAT  derives  approximately  60%  of  its  revenue  from  its 
electronic  information  services.  The  remaining  40%  of  revenues 
are  derived  from  associated  professional  services. 

MEDSTAT  professional  service  personnel  assist  clients  in  utilizing 
company  data  bases  and  other  available  resources  to  provide  clients 
with  complete  customized  solutions.  MEDSTAT  divides  its  services 
into  three  categories: 

Client  Data  Bases : MEDSTAT  builds  and  maintains  medical  claims 
data  bases,  standardizing  and  integrating  traditional  fee-for-service 
records,  demographic  data,  and  managed  care  transactions.  These 
data  bases  are  organized  for  rapid  retrieval  and  interactive  analysis. 

• For  large  employers,  MEDSTAT  professional  services  personnel 
frequently  integrate  data  from  multiple  insurance  carriers  into 
custom-designed  data  base  structures.  MEDSTAT  continued  the 
expansion  of  its  large-employer  customer  base  with  the  addition 
of  13  clients,  including  three  public  employers. 

• For  its  insurance  clients,  MEDSTAT's  professional  services 
personnel  assist  with  integrating  data  from  multiple  claims 
processing  systems  to  create  a single  data  platform  to  support  key 
areas  of  insurance  operations,  including  underwriting,  actuarial 
services,  managed  care,  provider  networking,  product 
development,  and  customer  reporting. 

National  MarketScan  Data  Base:  Contributed  client  data  bases  are 
pooled  together  to  create  the  broadest  source  of  information  on 
privately  insured  health  care,  containing  clinical,  demographic, 
financial,  and  provider  data.  In  1991,  the  MarketScan  data  base 
grew  51%  from  167  million  to  252  million  medical  claims  and  now 
covers  $8.1  billion,  which  represents  6%  of  total  U.S.  corporate 
health  expenditures. 

Advanced  Software:  MEDSTAT's  communications  driver,  called 
System2,  provides  access  to  the  company's  centralized  data  bases 
from  client  PC's  and  contains  a wide  variety  of  standard  report 
formats,  as  well  as  the  capability  to  generate  custom  queries  and 
reports.  Clients  may  run  the  software  themselves  but  many  choose 
to  contract  MEDSTAT's  professional  services  personnel  to  generate 
their  reports,  analyze  available  information,  and  recommend 
solutions. 
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Industry  Markets 


Geographic 

Markets 


One  hundred  percent  of  MEDSTAT's  revenue  is  derived  from  the 
health  care  industry  or  from  health  care  related  insurance  firms. 


One  hundred  percent  of  MEDSTAT's  revenue  is  derived  from  the 
U.S. 
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MELLON  BANK  - DATACENTER  AND 
NETWORK  SERVICES  DIVISIONS 

One  Mellon  Bank  Center 
Pittsburgh,  PA  15258 
(412)  234-5654 


David  L.  Johns,  Executive  Vice 
President  and  Manager  of  Technology 
Products  Department 
Divisions  of  the  Technology  Products 
Department  of  Mellon  Bank 
Corporation 
Total  Employees:  600 
Total  Revenue,  Fiscal  Year  End 
12/31/84:  $43  million* 

Noncaptive  Computer  Services  Revenue: 
$38  million* 


THE  COMPANY 

• Mellon  Bank  Technology  Products  Department  provides  processing  services  to 
the  banking  industry  through  two  of  its  divisions,  the  Datacenter  Division  and 
the  Network  Services  Division.  Noncomputer  services  include  consulting 
services  to  cash  management  companies  provided  by  the  Consulting  Services 
Division  and  cash  management  services  to  corporations  provided  by  the  Global 
Cash  Management  Division. 

The  Datacenter  Division  was  established  in  1961  to  use  the  excess 
capacity  of  Mellon  Bank  Corporation's  computer  equipment  and  to  help 
offset  the  Bank's  sizable  computer  equipment  expense.  Datacenter 
shares  the  equipment  it  uses  for  its  processing  services  with  Mellon 
Bank  and  provides  computer  services  to  Mellon  Bank  affiliates,  but 
does  not  currently  provide  computer  services  to  the  bank  itself. 

EFT  accounting  and  authorization  systems  were  provided  by  Data- 
center until  January  1984  when  the  activities  were  spun  off  to  form  the 
Network  Services  Division  within  the  Technology  Products  Department. 

c INPUT  estimates  that  the  Technology  Product  Department's  total  revenue 
reached  $100  million  in  1984.  Computer  services  revenue  provided  by  Data- 
center and  Network  Services  Divisions  is  estimated  at  $43  million.  Non- 
computer services  revenue  is  estimated  at  $57  million. 

• In  1983  the  Datacenter  Division  spent  more  than  $6  million  on  research  and 
development.  In  1984  research  and  development  expenditures  increased  to  $7 
million  or  20%  of  Datacenter  revenue. 

Datacenter  believes  its  research  and  development  activities  are  one  of 
the  keys  to  its  position  of  leadership  within  the  industry.  Datacenter's 
Product  Development  area  consists  of  three  sections. 

*INPUT  estimate 
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. The  Deposit  and  Lending  Systems  Section  is  responsible  for  the 
management  and  direction  of  the  traditional  deposit  and  loan 
processing  services. 

. The  Financial  and  Management  Information  Systems  Section 
supervises  a variety  of  informational  resource  and  decision 
support  tools. 

. The  Delivery  Systems  and  Support  Section  has  two  functions. 
The  Delivery  Systems  group  manages  the  Check  Processing, 
Teller,  and  Branch  Automation  product  activities.  The  Support 
group  handles  file  to  file  conversions  for  new  customers  and 
provides  supplemental  programming  for  specialized  reports  and 
other  internal  requirements. 

• In  1984  the  Network  Services  Division's  research  and  development  expendi- 
tures were  25%  of  Network  Services  revenue.  Research  and  development 
activities  are  focused  on  refinement  in  the  network  management  of  the  ATM 
product  line,  development  and  implementation  of  the  point-of-sale  direct 
debit/credit  card  program,  as  well  as  gateway  linkage  to  other  networks, 
financial  data  bases,  and  retail  organizations. 

• In  April  1983  Mellon  Bank  merged  with  Girard  Company,  the  holding  company 
for  Girard  Bank.  In  1983  Mellon  Bank  also  acquired  CCB  Bankcorp,  Inc.,  the 
holding  company  for  Central  Counties  Bank  and  Northwest  Pennsylvania 
Corporation,  the  holding  company  for  Northwest  Bank. 

Each  of  the  three  acquired  banks  operated  ATM  networks.  These  three 
networks  are  now  part  of  the  CashStream  ATM  network. 

Girard  Bank  also  provided  processing  facilities  management  services  to 
four  banks.  Datacenter  has  assumed  this  business. 

Datacenter  provided  processing  services  to  the  Central  Counties  Bank 
and  the  Northwest  Bank  before  the  mergers  and  continues  to  provide 
services  now. 

• In  October  1985  Mellon  Bank  acquired  Carleton  Financial  Computations,  Inc. 
of  South  Bend  (IN)  and  its  subsidiary,  Data-Link  Systems,  Inc. 

Carleton  Financial  publishes  alumni  and  association  data  bases  and 
financial  rate  charts  and  tables,  and  manufactures  micro  systems-based 
(hand-held  to  personal  computer)  financial  applications. 

Data-Link  offers  software  and  processing  services  to  the  banking  and 
insurance  industries.  Data-Link  products  and  services  will  be  marketed 
by  Datacenter  under  the  Data-Link  name. 

• As  of  December  31,  1984,  Datacenter  had  approximately  327  employees. 
Network  Services  had  approximately  30  employees.  As  of  May  1985  Data- 
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center  had  347  employees  and  Network  Services  had  45  employees.  In 
addition,  the  two  divisions  receive  additional  support  of  approximately  100 
average  staff  paid  from  the  Mellon  Bank  Information  Management  and 
Research  Department. 

• Datacenter  competitors  include  Systematics,  Marshall  and  llsley  Bank,  MTECH 
(formerly  Affiliated  Computer  Systems),  and  Electronic  Data  Systems.  Network 
Services  competitors  include  MTECH,  A.O.  Smith,  Automatic  Data  Processing,  as  well 
as  various  regional  ATM  network  competitors  such  as  Money  Access  Center  in  the 
Pennsylvania  area. 

KEY  PRODUCTS  AND  SERVICES 

• More  than  90%  of  Datacenter's  1984  revenue  was  derived  from  processing  services. 
The  remaining  revenue  was  derived  from  equipment  sales,  consulting,  and  other 
miscellaneous  services.  Approximately  95%  of  Datacenter  processing  revenue  was 
derived  from  interactive  processing,  while  the  remaining  5%  was  derived  from  remote 
batch  and  batch  processing,  and  processing  facilities  management  services.  Virtually 
100%  of  Network  Services'  revenue  was  derived  from  interactive  processing  services 
through  its  ATM/POS  (automatic  teller  machine/point-of-sale)  network  management 
services. 

• Datacenter  provides  processing  services  to  over  200  banks.  Datacenter 
processes  over  6.9  million  loan  and  deposit  accounts.  Applications  include 
traditional  deposit  and  loan  processing  as  well  as  transaction  processing 
systems  and  processing  services  that  provide  management  with  decision 
support  information. 

The  Deposit  Systems  include: 

. Demand  deposit. 

. Savings. 

. IRA/Keogh. 

. Time  deposit. 

. Combined  interest. 

. Account  reconcilment. 

. Safe  deposit  box. 

The  four  core  loan  accounting  systems  include: 

. Commercial  loan  system. 

. Mortgage  loan  system. 

. Line  of  credit  system. 

. Installment  system. 

Financial  and  Management  Information  Systems  are  subdivided  into 

three  business  units  as  follows: 

. The  Accounting  Systems  Product  Line  includes  General  Ledger, 

Safe  Deposit  Box  System,  and  Investment  Accounting  System. 
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. The  Customer  Information  Product  Line  is  composed  of  three 
products.  The  Customer  Reference  File  contains  all  customer 
name  and  address  information,  as  well  as  other  statistical  data. 
The  Central  Marketing  Files,  created  by  stripping  specific 
application  data,  provide  a specialized  marketing  data  base. 
The  Central  Marketing  Information  System  reports  are 
generated  from  this  file  to  identify  market  segments,  preferred 
customers,  and  cross-selling  opportunities. 

. The  Decision  Support  Product  Line  includes  a number  of 
information  systems.  The  Financial  Management  Reporting 
System  generates  customized  detail  and  summary  financial 
statements  with  historical  and  budget  comparisons  on  divisional, 
cost-center,  bank-wide,  or  holding  company  levels.  The 
Maturity  Analysis  Reporting  System  (MARS)  examines  each  loan 
and  time  deposit  master  file  to  prepare  maturity  reports  which 
include  remaining  outstanding  balances,  maturing  cash  flows, 
and  the  weighted  rates  associated  with  each  within  the  desig- 
nated timeframe.  MARS  also  can  be  used  with  asset/liability 
management  and  profit  planning  models  to  analyze  the  customer 
institutions  static  and  dynamic  interest  rate  risk  positions. 

Transaction  Processing  Systems  are  designed  to  reduce  the  volume  of 

paper  processed  in  a bank's  office.  They  include: 

. Remote  Job  Entry/ Automated  Proof  of  Deposit  (POD)  System 
captures  and  analyzes  float  and  transit  activitiy  and  provides 
ACH  (automated  clearing  house)  origination,  on-line  fine  sort, 
exception  item  processing,  and  General  Ledger  integration. 

. The  Bulk  Filing  System  sorts  and  files  checks  automatically.  It 
also  pulls  exception  items  such  as:  overdrafts,  returns,  stop 

payments,  and  unposted  items.  Bulk  Filing  System  is  available 
to  customer  banks  with  IBM  systems,  Burroughs  B-1900,  Honey- 
well DPS-6,  or  REI-1700  systems.  The  On-Line  Fine  Sort  dnd 
Exception  Item  Pull  capability  is  available  to  the  non-Bulk  Filing 
banks. 

. The  Electronic  Communication  System  uses  the  customers' 
established  network  of  administrative  terminals  to  enable 
employees  to  have  access  to  information  immediately. 

Total  On-Line  Banking  Systems  (TOLBS)  are  electronic  teller  systems 

currently  available  on  the  Honeywell  7400  Series,  Bunker  Ramo 

System  90,  and  NCR  2261  computer  terminals. 

. Unique  teller  identification  codes  allow  tellers  to  move  freely 
between  workstations. 
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. The  Inquiry  feature  provides  the  teller  with  the  most  accurate 
and  timely  information  available. 

. The  Cash  Control  feature  provides  automated  balancing  proce- 
dures for  the  teller  and  immediate  access  to  each  teller's  cash 
position  for  management.  (The  total  office  cash  position 
function  is  available  for  the  Bunker  Ramo  and  NCR  systems.) 

. The  Data  Capture  feature  allows  teller  transactions  to  be 
recorded  electronically  while  still  maintaining  a comprehensive 
audit  trail. 

• Processing  facilities  management  services  are  provided  to  four  banks.  Data- 
center continues  to  provide  facilities  management  services  to  existing 
customers  of  the  acquired  Girard  Bank. 

• The  Network  Services  Division  provides  processing  services  to  nearly  300 
financial  and  retail  organizations.  The  division  processes  over  five  million 
transactions  monthly.  Network  Services'  processing  services  support  all  major 
equipment  vendors'  ATM  and  POS  devices.  Network  Services  supports  shared 
and  proprietary  networks,  and  provides  gateway  processing  to  other  networks, 
such  as  American  Express.  Gateways  provide  electronic  linkages  and  inter- 
faces that  allow  the  sharing  of  financial  data  bases. 

Network  Services  provides  network  management  services  allowing 

clients  to  offer  a shared  ATM/POS  network  without  major  investments 

in  hardware  and  software.  Major  clients  include  the  following: 

. CashStream  consists  of  150  institutions  operating  over  1,400 
ATMs  and  550  POS  devices  in  Pennsylvania,  New  Jersey, 
Delaware,  West  Virginia,  and  Maryland.  CashStream  is 
supported  by  a card  base  of  over  four  million. 

. Rock  Valley  Network  is  a shared  network  in  Illinois  consisting  of 
nearly  50  institutions  supporting  over  70  ATMs  and  20  POS 
devices. 

. Share  Network  is  an  Indiana-based  network  consisting  of  nearly 
100  electronic  devices  and  30  participants. 

. Network  Services  has  been  selected  to  provide  ATM/POS 
switching  services  for  Cirrus,  the  largest  national  network  which 
expects  to  have  over  14,000  ATMs  in  the  U.S.  and  Canada  by 
year  end  1 986. 

Network  Services  provides  additional  ATM  support  technology 

including: 

. Customized  transaction  capabilities  by  individual  institutions. 
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. Support  of  various  operational  configurations  including  inter- 
cept, direct  connect,  back-end,  stand-in,  and  off-line  processing. 

. Hotline  support  to  monitor  devices  and  communication  lines  24 
hours/ day,  seven  days/ week. 

. Card  management  system  which  automates  card  production  and 
Personal  Identification  Number  (PIN)  selection. 

. Multiple  account  access  that  allows  bank  customers  to  link  up  to 
1 6 accounts. 

Network  Services  has  developed  customized  POS  software  to  provide 
transaction  support  and  switching  to  the  appropriate  authorization  end 
points.  The  system  is  currently  in  testing.  System  features  include: 

. Support  of  dial-up  and  dedicated  terminal  configuration. 

. Interface  and  message  switching  through  gateway  interchanges. 

. Customized  reporting  packages  to  merchants  and  financial 
institutions. 

. Electronic  data  capture  of  transactions  to  automate  daily 
settlement. 

• As  a result  of  the  October  1985  acquisition  of  Carleton  Financial  Computa- 
tions, Inc.  and  its  subsidiary  Data-Link,  Datacenter  now  offers  Data-Link's 
Integrated  Banking  System  and  Mortgage  Banking  System. 

The  Integrated  Banking  System  consists  of  five  modules,  including  the 
Loan  Administration  System,  the  Deposit  Accounting  System,  the 
Central  Information  File,  the  EFT/Automatic  Transfer  System,  and  the 
On-line  Teller/Automated  Teller  Machine  (ATM)  Interface  Module. 

The  Mortgage  Banking  System  is  an  integrated  system  that  includes 
FASTELLER™  for  mortgage  servicing  and  investor  reporting, 
FASTRACKER™-  for  warehouse  and  loans-in-process  reporting  and  on- 
line secondary  marketing,  and  FASTCLOSER™  for  origination  and 
closing  document  preparation. 

Both  the  Integrated  Banking  System  and  the  Mortgage  Banking  System 
are  on-line,  interactive  software  systems  and  operate  on  IBM  main- 
frames and  compatibles  under  OS  or  MVS  operating  systems.  The 
systems  can  be  licensed  separately  or  together,  or  can  be  used  on  a 
timesharing  basis  on  Data-Link's  IBM  3033U  computer  in  South  Bend. 
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INDUSTRY  MARKETS 

• Datacenter  derived  100%  of  1984  revenue  from  commercial  banks.  Data- 
center targets  medium-sized  commercial  banks. 

• Network  Services  derived  its  1984  revenue  from  commercial  banks,  savings, 
and  loans,  savings  banks,  credit  unions,  and  retailers. 

GEOGRAPHIC  MARKET 

• One  hundred  percent  of  1984  revenue  was  derived  from  the  U.S. 

Datacenter  regional  centers  are  located  in  Philadelphia  (PA),  Newton 

(MA),  Chicago  (IL),  and  New  York  (NY).  Datacenter  currently  provides 

processing  services  for  banks  in  23  states  and  Washington,  D.C. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Processing  is  provided  from  the  Pittsburgh  data  center,  while  the  Philadelphia 
center  is  used  for  backup.  Hardware  and  software  used  to  provide  processing 
services  include: 

2 IBM  370/3033s,  MVS  XA. 

2 IBM  370/308 Is,  JES. 

I IBM  370/3084,  OS/MVS. 

4 Tandem  NonStop  Us,  GUARDIAN. 

4 Tandem  NonStop  TXPs,  GUARDIAN. 
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Cross  Industry:  Education  and  Training 


MENTOR  Resources  Inc. 

One  Tara  Boulevard 
Nashua,  NH  03062 
(603)  888-2580 

CEO:  Wes  Sager 
Private  Company 
Founded:  1983 

Employees:  12  (12/85),  16  (I  1/86) 

Revenue  (F YE  12/31/85):  $900,000,  (FYE  12/31/86):  $2,000,000* 


The  Company:  MENTOR  Resources  provides  training  software  for  Wang  VS  com- 
puters 

Sources  of  Revenue: 

Application  Software  (100%) 

Key  Products  and  Services: 

Application  Software  (Utilizes  Wang  VS  computers) 

• TaskMaster  is  a series  of  computer-based  training  courses  for  Wang  VS 
computers.  The  series  includes  training  in  data  processing,  communications, 
and  data  management  concepts,  in  addition  to  file  management  utilities  and 
systems  software.  Wang  is  the  exclusive  distributor  of  TaskMaster. 

• VS  AUTHOR  is  a computer-based  authoring  system  for  the  Wang  VS  used  to 
develop  computer-based  training.  The  system  can  also  be  used  to  develop 
sales  demonstrations,  create  on-line  documentation,  and  prototype  new 
application  generation. 

Target  Industries: 

Cross  industry 

Geographic  Markets: 

- U.S.  (99%) 

- Non-U. S.  (1%) 

All  direct  sales  from  headquarters  location 


♦Company  estimate 


December  1 986 


©1986  by  INPUT.  Reproduction  Prohibited 


INPUT 


Profit 


COMPANY  HIGHLIGHT 


MENTEL,  INC. 

247 1 East  Bayshore 
Palo  Alto,  CA  94303 
(415) 321-2787 


Woodson  Hobbs,  President 
Private  corporation 
Total  employees:  7 (plus  4 
consultants) 

Total  revenues,  fiscal  year  end 
4/30/77:  $150,000 


THE  COMPANY 

• Mentel,  Inc.  was  started  in  1974  by  Woodson  Hobbs  as  Virtual  Systems  Group,  a 
consulting  company.  In  1975,  Mentel,  Inc.  was  incorporated  by  Woodson  Hobbs 
and  James  Rowe.  In  1976,  Mentel,  Inc.  acquired  Virtual  Systems  Group. 

• In  1975,  Mentel  began  marketing  Mentext,  an  interactive  editing  software 
package.  It  has  a command  syntax  based  on  WYLBUR  which  was  developed  by 
Stanford  University. 

• In  1976,  Mentel  and  Stanford  engaged  in  a suit.  It  was  settled  in  1977  with 
Stanford  licensing  Mentel  to  use  certain  software  functions  developed  by 
Stanford. 

• With  two  employees  and  one  consultant  devoted  to  marketing  Mentext, 
management  claims  its  product  is  selling  at  a $400,000  per  year  rate.  Fiscal 
1978  third  quarter  revenues  were  $150,000:  this  is  equal  to  total  fiscal  year 
end  1977  revenues. 


KEY  PRODUCTS  AND  SERVICES 

• One  hundred  percent  of  Mentel  revenues  are  generated  by  the  sale  of  the 
Mentext  package  and  related  software.  The  company  is  now  test  marketing 
several  add-on  modules,  including  a communications  monitor  and  interactive 
execution. 

• Currently,  Mentext  has  19  installations.  Users  include  Applied  Technology, 
Brandon  Applied  Systems,  Itek,  Four  Phase  Systems,  Gesco  (a  Fresno, 
California  $&L  service  bureau),  Crown  Zellerbach,  California  Dental  Service, 
Delta  Dental,  and  a major  San  Francisco  construction  firm.  In  addition, 
Mentel  has  a worldwide  agreement  with  National  Semiconductor  to  install 
Mentext  in  National's  overseas  plants. 

• Mentext  is  available  for  IBM  370/135  and  360/50  or  larger  mainframes  running 
under  OS,  VS/  I , VS/2  (MVS  or  SVS),  MFT,  or  MVT,  but  not  DOS. 
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• Mentext  is  available  on  an  annual  or  long-term  license  basis;  the  price  is 
dependent  on  the  number  of  terminals  supported.  System  prices  range  from 
$14,500  to  $50,000  plus  maintenance  for  a long-term  license. 


APPLICATIONS  Mentext  is  classified  as  a systems  software  package  (word  proces- 
sing is  a utility  service).  It  provides  interactive  text  editing  as  well  as  other 
interactive  services  to  a variety  of  industries. 


INDUSTRY  MARKETS  Mentext  is  an  industry  independent  software  package  which  is 
currently  installed  at  service  bureaus,  discrete  manufacturers,  insurance  companies, 
and  state  and  local  government  agencies.  Management  expects  Mentext  to  be  used  by 
additional  industries  in  the  future. 


GEOGRAPHIC  MARKETS 

• Traditionally  centered  in  the  San  Francisco  Bay  Area,  Mentel  has  recently 
begun  to  expand  its  markets  throughout  the  U.S.  Although  75%  of  revenues 
are  still  derived  from  the  Pacific  Coast,  Mentel  is  negotiating  for  further 
installations  throughout  the  U.S.  and  in  Singapore. 

• Branch  offices  are  located  in  Boston,  Palo  Alto,  and  Washington,  D.C.  During 
fiscal  I 978,  the  company  plans  to  open  offices  in  Chicago  and  Houston. 


COMPUTER  HARDWARE  AND  SOFTWARE  Mentel  uses  Mentext  to  run  RJE  to  a 
service  bureau  in  San  Francisco.  It  is  connected  via  one  4800  baud  line.  Terminals 
installed  in  Palo  Alto  are:  AJ  832,  AJ  630,  CDI  I 130,  CDI  Miniterm,  IBM  6640,  and 
Sycor  250. 
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MENTOR  GRAPHICS 
CORPORATION 


Chairman: 
President  & 

CEO: 

Status: 

Stock  Exchange: 
Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


Thomas  H.  Bruggere 


8005  S.W.  Boeckman  Road 
Wilsonville,  OR  97070-7777 
Phone:  (503)685-7000 


Walden  C.  Rhines 
Public  Corporation 
NASDAQ 
2,226  (12/92) 
$350,766,000 
12/31/92 


Fax:  (503)685-1214 


Key  Points 


• During  1992  and  1991,  Mentor  Graphics  executed  restructuring 
plans  to  focus  its  efforts  on  its  core  businesses  of  integrated  circuit 
design  and  electronic  systems  design,  and  substantially  reduced 
internal  development  of  computer-aided  software  engineering, 
mechanical  desigfl,  and  documentation  products. 

* 

• As  part  of  the  restructuring,  during  1992,  Mentor  Graphics 
continued  its  transition  from  providing  both  software  and  hardware 
to  becoming  a software-only  company.  During  1992,  hardware  sales 
represented  only  $72.5  million  of  total  revenue,  compared  to  $115 
million  of  total  revenue  in  1991. 

• The  slow  transition  to  Mentor  Graphics'  Version  8.0  software  has 
prompted  the  company  to  enhance  its  offering  with  Version  8.1 
(released  in  mid- 1992)  and  Version  8.2  (released  in  early  1993). 

■ During  1992,  Mentor  Graphics  expanded  the  availability  of  its 
software  products  to  workstations  manufactured  by  Hewlett- 
Packard,  Sun  Microsystems,  DEC,  NEC,  Sony,  and  IBM  in  support 
of  interoperability  among  workstations. 

• In  late  October  1993,  the  company  announced  the  appointment  of 
Walden  (Wally)  C.  Rhines  as  president  and  CEO  of  Mentor 
Graphics.  Mr.  Rhines  was  formerly  an  executive  vice  president  with 
Texas  Instruments'  Semiconductor  Group.  Mr.  Bruggere  remains 
Mentor's  chairman  of  the  board. 
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Company 

Description 


Strategy 


Mentor  Graphics,  founded  in  1981,  designs,  manufactures,  markets,  and 
services  electronic  design  automation  (EDA)  software  and  integrated 
systems  for  design,  analysis,  and  documentation  of  electronics.  The 
company  markets  its  products  primarily  to  Fortune  500  companies  in 
the  aerospace,  computer,  consumer  electronics,  semiconductor,  and 
telecommunications  industries. 

During  1992  and  1991,  Mentor  Graphics  restructured  its  operations  to 
focus  on  electronic  systems  design  and  IC  design. 

• The  restructuring  plan  also  included  actions  to  consolidate  certain 
field  facilities  to  more  economically  support  sales  efforts  in  the 
North  American,  Asia-Pacific,  and  European  regions. 

• In  addition,  Mentor  Graphics  no  longer  provides  hardware 
maintenance,  but  has  subcontracted  with  HP  for  these  services. 

• The  1991  restructuring  reduced  the  company's  work  force  worldwide 
by  about  15%,  resulting  in  a one-time  charge  of  $27  million  for  1991. 
In  1992,  there  was  a further  workforce  reduction  of  10%  and  a 
charge  against  earnings  of  $12.9  million. 


Mentor  Graphics  is  continually  aligning  the  company  to  provide  what 

its  customers  need  to  be  successful.  Mentor  Graphics  has  implemented 

an  "eight  programs  for  success"  policy  that  includes  the  following: 

• Delivering  a high-quality  version  (Version  8.2)  of  its  software  in  the 
first  quarter  of  1993 

• Having  up  to  80%  of  its  customer  base  using  Version  8 software  by 
the  end  of  1993 

■ More  aggressive  pursuit  of  business  based  on  both  current  and 
future  products 

• Working  with  customers  in  using  existing  Version  8 software 

• Improving  the  availability  of  ASIC  libraries  and  additional  work  with 
component  libraries 

• A more  focused  IC  design  strategy 

• Further  penetration  into  the  analog  design  market 

• An  aggressive  approach  to  top-down  design 


Page  2 of  9 


Copyright  1993  by  INPUT.  Reproduction  Prohibited. 


October  1993 


MENTOR  GRAPHICS  CORPORATION 


INPUT 


Financials  Mentor  Graphics'  1992  revenue  was  $350.8  million,  a 12%  decrease 

from  1991  revenue  of  $400.1  million.  Net  losses  of  $50.9  million  in 
1992  and  $61.6  million  in  1991  include  restructuring  charges  of  $12.9 
million  and  $27.1  million,  respectively. 

In  the  five-year  summary  that  follows,  results  prior  to  1990  have  been 
restated  to  reflect  the  pooling-of-interests  acquisition  of  Silicon 
Compiler  Systems  Corporation  in  March  1990. 


MENTOR  GRAPHICS  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1992 

1991 

1990 

1989 

1988 

Revenue 

$350.8 

$400.1 

$435.2 

$426.4 

$333.3 

• Percent  change 
from  previous  year 

(12%) 

(8%) 

2% 

28% 

33% 

Income  (loss)  before 
taxes 

$(48.3) 

$(63.0) 

$32.4 

$67.7 

$54.4 

• Percent  change 

(a) 

(a) 

from  previous  year 

23% 

(294%) 

(52%) 

24% 

N/A 

Net  income  (loss) 

• Percent  change 

$(50.9) 

$(61.6) 

$23.6 

$45.5 

$37.0 

from  previous  year 

17% 

(361%) 

(48%) 

23% 

96% 

Earnings  (loss)  per  share 
• Percent  change 

$(1.13) 

$(1.43) 

$0.53 

$1.06 

$0.91 

from  previous  year 

21% 

(370%) 

(50%) 

16% 

90% 

(a)  Including  restructuring  charges  of  $ 12.9  million  in  1992  and  $27. 1 million  in  199 1. 


Mentor  Graphics'  management  attributes  1992  and  1991  results  to  the 
following: 

• Systems  and  software  revenues  declined  19%  in  1992  and  15%  in 
1991  due  to  a generally  poor  worldwide  economic  environment 
(especially  in  Japan),  a slow  transition  to  the  company's  Version  8 
software  due  to  product  delays  and  quality  issues,  and  a significant 
reduction  in  hardware  revenue. 

• Service  and  support  revenues  rose  9%  in  1991  due  to  growth  in 
consulting  services,  growth  in  the  company's  installed  customer  base, 
and  continued  success  of  the  company's  software  support  programs. 
Revenues  from  service  and  support  were  virtually  flat  during  1992  as 
continued  growth  in  software  support  and  consulting  will  be  offset  by 
declines  in  hardware  maintenance  revenues. 
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In  addition  to  the  impact  of  the  restructurings,  Mentor  Graphics  has 
implemented  additional  cost  savings  programs  to  reduce  discretionary 
expenses,  including  salary  controls,  tight  hiring  practices,  changes  to 
employee  benefit  plans,  facilities  consolidations,  and  tighter  controls  on 
the  use  of  temporary  employees  and  contractors. 

Research  and  development  expenses  were  $73.9  million  (21%  of 
revenue)  in  1992,  compared  to  $79.5  million  (30%  of  revenue)  in  1991 
and  $76.3  million  (17%  of  revenue)  in  1990. 

Revenue  for  the  nine  months  ending  September  30,  1993  was  $256.0 
million,  compared  to  $266.7  million  for  the  same  period  in  1992.  Net 
losses  were  $2.5  million,  compared  to  net  losses  of  $51.2  million 
(including  restructuring  charges  of  $14.5  million)  for  the  same  period  a 
year  ago.  During  the  quarter,  Mentor  Graphics  landed  several  large 
contracts,  including  a $6.3  million  contract  for  MCM  design  tools  with 
the  Advanced  Research  Projects  Agency  of  the  U.S.  government. 


Market  The  target  market  for  Mentor  Graphics'  products  is  electronics 

Financials  manufacturing  companies  primarily  in  the  semiconductor,  aerospace, 

computer,  telecommunications,  and  consumer  electronics  industries. 

Approximately  61%  of  Mentor  Graphics'  1992  revenue  was  derived 
from  integrated  systems  and  applications  software  and  39%  from 
support  and  consulting.  A three-year  summary  of  source  of  revenue 
follows: 


MENTOR  GRAPHICS  CORPORATION 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1992 

1991 

1990 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Systems  and  software 

$212.4 

61% 

$262.6 

66% 

$308.7 

71% 

Service  and  support 

138.4 

39% 

137.5 

34% 

126.5 

29% 

TOTAL 

$350.8 

100% 

$400.1 

100% 

$435.2 

100% 

Geographic 

Markets 


Approximately  52%  of  Mentor  Graphics'  1992  revenue  was  derived 
from  North  America,  28%  from  Europe,  and  the  remaining  20%  from 
the  Asia-Pacific. 
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A three-year  geographic  source  of  revenue  summary  follows: 


MENTOR  GRAPHICS  CORPORATION 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1992 

1991 

1990 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

North  America 

$180.7 

52% 

$195.8 

49% 

$224.7 

52% 

Europe 

99.5 

28% 

110.2 

28% 

131.4 

30% 

Asia-Pacific 

70.6 

20% 

94.1 

23% 

79.1 

18% 

TOTAL 

$350.8 

100% 

$400.1 

100% 

$435.2 

100% 

Organization/  Mentor  Graphics  currently  has  the  following  divisions: 

Structure 

• The  Framework  Products  Division  designed  the  company's 
Concurrent  Design  Environment  architecture  based  on  its  Falcon 
Framework™.  The  division  administers  the  Mentor  Graphics 
OpenDoor  program,  enabling  third-party  and  in-house  CAD 
integration  with  the  Mentor  Graphics  design  environment,  and  also 
provides  advanced  documentation  systems  to  streamline  the 
production  and  management  of  complex  technical  publications  and 
documentation. 

• The  Integrated  Circuit  Division  supports  Mentor  Graphics 
integrated  circuit  (IC)  products  for  custom  and  semicustom  IC 
design  and  layout. 

• The  PCB  Division  supports  Mentor  Graphics  printed  circuit  board 
(PCB)  and  multichip  module  (MCM)  design  tools. 

• The  ASIC  Division  supports  Mentor  Graphics  application-specific 
integrated  circuit  design  products. 

• The  Value-Added  Services  Division  provides  various  integration, 
consulting,  and  support  services  to  its  customers. 

• The  International  Group  is  responsible  for  representing  and 
managing  all  international  issues  throughout  the  corporation. 
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Acquisitions 


Employees 


Key  Products  and 
Services 


In  addition  to  its  corporate  offices  in  Wilsonville  (OR),  Mentor 
Graphics  has  63  sales  and  support  offices  in  21  countries.  International 
subsidiary  companies  are  in  Canada,  the  U..K.,  France,  Germany,  Italy, 
the  Netherlands,  Sweden,  Japan,  Singapore,  Korea,  and  Taiwan. 

Primary  U.S.  research  and  development  operations  are  conducted  in 
Wilsonville  (OR),  San  Jose  (CA),  Austin  (TX),  Salt  Lake  City  (UT), 
and  Warren  (NJ). 

International  research  and  development  operations  are  conducted  in 
Belgium,  the  U.K.,  France,  Singapore,  and  Japan. 


Mentor  Graphics'  most  recent  acquisition  was  in  1990  when  the 
company  acquired  Silicon  Compiler  Systems  Corporation  (SCS)  of  San 
Jose  (CA)  for  6.4  million  shares  of  Mentor  Graphics  common  stock  in  a 
pooling  of  interests  transaction. 

• SCS  designs,  develops,  and  markets  software  tools  used  in  the  design 
of  complex  ICs  for  HP/ Apollo,  Sun,  and  DEC  systems  and  are  sold 
to  the  computer  and  aerospace  industries  and  the  military. 

• SCS  had  about  200  employees  at  the  time  of  the  acquisition  and 
revenue  of  $46.3  million  for  calendar  1989.  Its  Operations  have  been 
merged  into  Mentor  Graphics'  IC  Division. 


As  of  December  31,  1992,  Mentor  Graphics  had  2,226  full-time 
employees,  compared  to  2,438  employees  at  the  end  of  1991. 

The  company  currently  has  about  2,100  employees  worldwide. 


Approximately  50%  of  revenue  is  derived  from  design  creation, 
synthesis,  simulation,  and  test  products;  27%  from  PCB  layout 
products;  and  23%  from  IC  layout  products. 

Mentor  Graphics  markets  and  supports  over  75  individual  project 
management,  design,  test,  and  manufacturing  tools. 

With  the  1991  release  of  its  version  8.0  software,  Mentor  Graphics 
introduced  its  revolutionary,  process-oriented  Concurrent  Design 
Environment  to  further  advance  electronic  design  with  a new 
generation  of  software  applications  for  design,  test,  and  manufacturing 
disciplines. 
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• Version  8.1,  released  during  1992,  improved  the  performance  of 
many  of  the  products  and  introduced  an  integrated  version  of 
Mentor  Graphics'  top-down  design  solution. 

• Version  8.2,  released  during  the  first  quarter  of  1993,  enhances 
performance  and  reliability  significantly  and  improves  ASIC  library 
support. 

Mentor  Graphics'  software  runs  on  workstations  manufactured  by  HP 
(HP  9000/700),  Sun  (SparcStation),  DEC  (DECstation),  NEC 
(NEWS),  Sony,  and  IBM  (RS  6000). 

Falcon  Framework  software,  released  in  the  first  quarter  of  1991, 
provides  an  open  architecture  that  will  support  Mentor  Graphic's  EDA 
software  applications  as  well  as  the  integration  of  third-party  software 
tools  developed  by  other  EDA  vendors  and  by  customers  for  internal 
use. 

• The  software  supports  a range  of  industry  standards,  including  CFI, 
EDIF,  IEEE- 1076,  X,  UNIX,  NFS,  IGES,  PDES,  OSF,  OMG,  and 
others. 

• The  Falcon  Framework's  Decision  Support  System  can  be  used  to 
create  custom  electronic  design  monitoring  and  analysis 
applications,  to  build  user  interfaces,  and  for  data  management. 

ASIC  Design: 

The  Mentor  Graphics  ASIC  top-down  design  process  provides  a single, 
integrated  design  environment  that: 

• Begins  with  high-level  system  design  and  analysis  tools 

• Provides  flexible,  graphical  VHDL  design  entry 

• Delivers  design  predictability  with  integrated  floor  planning, 
synthesis,  and  automatic  test  pattern  generation 

• Is  supported  by  an  extensive  selection  of  ASIC  vendor  design  kits 
Mentor  Graphics'  products  within  the  ASIC  design  flow  include: 

• System  Design  Station™ 

• DSP  Station™ 

■ Top  Down  Design-Solver™ 
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MCM  and  PCB  Design: 

The  Mentor  Graphics  MCM  and  board  design  processes  tightly  link 
design  creation  and  layout.  Other  features  include: 

• Automatic  shape-based  routing  to  improve  layout  productivity  while 
delivering  the  efficient  results  of  manual  routing 

• Advanced  high-speed  and  3D  analysis  tools  ensuring  design 
performance  through  intuitive  graphical  displays 

• Early  manufacturability  analysis  that  delivers  producible  layouts  by 
design 

Mentor  Graphics  products  within  the  MCM  and  board  design  flows 
include: 

• Board  StationR 

• Board  Station  500™ 

• MCM  Station™ 

• Hybrid  Station™ 

• Cable  Station™ 

• Manufacturing  Advisor/PCB™ 

IC  Design: 

Mentor  Graphics'  IC  design  tools  combine  all  IC  design  phases  and 
techniques-as  well  as  links  to  embedded  software  engineering  and 
documentation-into  a seamless  process.  These  tools  provide  custom 
and  semicustom  IC  design  engineers  with: 

• Advanced  chip  assembly  techniques 

• Top-down  design  methodology  for  structured  IC  design 

• High-performance  point  tools  for  use  in  Mentor  Graphics  and  other 
EDA  vendor  design  environments 

• Library  and  module  generation  tools  that  promote  design  reuse  and 
process/technology  design  independence 

Products  within  the  IC  design  flow  include  GDT*  IC  StationR,  and 
MicroRoute™. 
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Other  Products: 

Mentor  Graphics  also  offers  the  following  products: 

• QuickSim  II™  multilevel  simulator 

• FlexTest™  and  FastScan™  test  generation  products 

• AutoLogic™  core  logic  synthesis  tool 
Value-Added  Services: 

Mentor  Graphics  has  a worldwide  service  organization  to  support  its 
customers'  needs  for  installation,  software  support,  training,  conversion 
services,  consulting,  library  management,  third-party  and  proprietary 
integration,  custom  IC  design,  and  documentation. 

• The  company  typically  provides  a limited  warranty  for  90  days  after 
installation  and  offers  an  annual  support  contract  providing  software 
updates  and  support  and  hardware  service  and  ports. 

• Technical  support  is  provided  through  a direct  telephone  support 
line  and  through  a modem  communications  system. 

• In  1991,  Mentor  Graphics  subcontracted  to  HP  all  hardware  service 
for  Mentor  Graphics'  North  American  and  Japanese  HP  customers. 

Alliances 

Mentor  Graphics  actively  involves  third-party  partners  in  the  areas  of 
computer-aided  software  engineering,  product  data  management, 
mechanical  design  automation,  systems  engineering,  manufacturing, 
and  electronic  design  automation  through  its  Open  Door  program. 

Mentor  also  has  established  strategic  relationships  with  a number  of 
major  customers,  including  Siemens  Nixdorf,  Texas  Instruments, 
General  Electric  Company,  Motorola,  and  Hewlett-Packard. 

Competitors 

Major  competitors  include  Cadence  Design  Systems,  Intergraph, 
Computervision,  Racal  Redac,  OrCAD  Systems  Corporation, 
Viewlogic  Systems,  Synopsys,  and  Zuken  Incorporated. 
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COMPANY  PROFILE 


MENTOR  GRAPHICS 
CORPORATION 

8500  S.W.  Creekside  Place 
Beaverton,  OR  97005-7191 
(503)  626-7000 


Thomas  H.  Bruggere,  Chairman  and  CEO 
Gerard  H.  Langeler,  President 
Public  Corporation,  NASDAQ 
Total  Employees:  2,116  (12/89) 

Total  Revenue,  Fiscal  Year  End 
12/31/89:  $380,034,000 


The  Company  Mentor  Graphics  Corporation,  formed  in  1981,  designs, 

manufactures,  markets,  and  services  electronic  design  automation 
(EDA)  turnkey  systems  for  use  in  the  design  and  analysis 
Vy  (computer-aided  engineering,  or  CAE),  physical  layout  (computer- 
aided  design,  or  CAD),  testing  (computer-aided  test,  or  CAT), 
documentation  (computer-aided  publishing,  or  CAP),  and 
packaging  (computer-aided  electronic  packaging,  or  CAEP)  of 
complex  integrated  circuits,  printed  circuit  boards,  and  electronic 
systems.  In  March  1988,  Mentor  Graphics  also  began  offering 
computer-aided  software  engineering  (CASE)  products. 

In  January  1990,  Mentor  Graphics  announced  its  decision  to  add 
Sun  Microsystems'  line  of  workstations  as  a second  platform  to 
complement  its  existing  Hewlett-Packard/ Apollo  platform. 

• The  company  expects  to  port  its  various  products  to  the  Sun 
platform  beginning  in  late  1990,  with  most  products  available  by 
the  middle  of  1991. 

• Mentor  Graphics'  management  believes  that  the  combination  of 
the  two  platforms  gives  the  company  access  to  over  80%  of  the 
UNIX-based  workstation  market. 

In  January  1990,  Mentor  Graphics  acquired  Silicon  Compiler 
Systems  of  San  Jose  (CA)  for  6.3  million  shares  of  Mentor 
Graphics  stock  plus  up  to  1.9  million  shares  related  to  warrants 
and  options.  The  acquisition  was  accounted  for  as  a pooling  of 
interests. 

• Silicon  Compiler  Systems,  founded  in  1983,  designs,  develops, 
and  markets  software  tools  used  in  the  design  of  complex 
integrated  circuits.  The  company's  products  run  on  Apollo, 

Sun,  and  DEC  systems  and  are  sold  to  the  computer  and 
aerospace  industries  and  the  military. 


June  1990 


Copyright  1990  by  INPUT.  Reproduction  Prohibited. 


Page  1 of  9 


MENTOR  GRAPHICS  CORPORATION 


INPUT 


• Silicon  Compiler  Systems  had  over  200  employees  at  the  time 
of  the  acquisition  and  1989  revenue  of  $46.3  million  and  net 
income  of  $736,000. 

• The  operations  of  Silicon  Compiler  Systems  have  been  merged 
with  Mentor  Graphics'  IC  Division  to  form  the  Silicon  Design 
Division. 

Mentor  Graphics'  1989  revenue  reached  $380.0  million,  a 26% 
increase  over  1988  revenue  of  $300.8  million.  Net  income  rose 
34%,  from  $33.5  million  in  1988,  to  $44.8  million  in  1989.  A five- 
year  financial  summary  follows: 

MENTOR  GRAPHICS  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1989 

1988 

1987 

1986 

1985 

CAGR 

Revenue 

• Percent  increase 

$380.0 

$300.8 

$221.8 

$173.5 

$136.7 

29% 

from  previous  year 

26% 

36% 

28% 

27% 

56% 

Income  before  taxes 
• Percent  increase 

$66.2 

$50.6 

$31.7 

$16.5 

$12.1 

53% 

(decrease)  from 
previous  year 

31% 

60% 

92% 

37% 

(11%) 

• Gross  margin 

17% 

17% 

14% 

10% 

9% 

Net  income 
• Percent  increase 

$44.8 

$33.5 

$20.3 

$11.0 

$8.0 

54% 

(decrease)  from 
previous  year 

34% 

65% 

85% 

38% 

(19%) 

• Net  margin 

12% 

11% 

9% 

6% 

6% 

Earnings  per  share  (a) 
• Percent  increase 

$1.22 

$0.96 

$0.60 

$0.34 

$0.26 

47% 

(decrease)  from 
previous  year 

27% 

60% 

76% 

31% 

(28%) 

(a)  Restated  to  reflect  a 2-for- 1 stock  split  declared  in  July  1989. 


Mentor  Graphics'  management  attributes  1989  results  to  the 
following: 

• A 25%  increase  in  system  sales  was  due  to  continued  business 
growth,  particularly  in  the  European  market;  the  continued 
worldwide  acceptance  of  the  company's  design  automation  and 
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analysis  tools;  and  the  emergence  of  the  company's  IC  design 
and  PCB  design  products. 

• Service  and  training  revenue  increased  30%  during  1989  due  to 
the  continued  growth  in  the  company's  installed  base  as  well  as 
the  increased  emphasis  on  training  and  consulting. 

• System  gross  margins  were  65%  in  1989,  compared  to  62%  in 
1988  and  57%  in  1987.  This  increase  is  attributed  to  increasing 
the  software  content  in  systems  sold,  a reduction  in  computer 
hardware  prices  from  the  hardware  vendor,  continued  product 
mix  shifting  toward  high  value-added  products  (PCB,  IC, 
EPAD),  and  continued  improvement  in  inventory  management. 

Research  and  development  expenditures  were  approximately 
$50.9  million  (13%  of  revenue)  in  1989,  $33.8  million  (11%  of 
revenue)  in  1988,  and  $24.2  million  (11%  of  revenue)  in  1987. 

In  July  1989,  Mentor  Graphics  purchased  certain  software 
technology,  software  products,  contracts,  and  other  assets  of 
Trimeter  Technologies  Corporation  for  $4.3  million  plus 
contingent  payments  based  on  future  performance.  Trimeter 
developed  and  marketed  logic  synthesis  software  tools. 

Mentor  Graphics  is  currently  organized  into  the  following 
divisions  and  subsidiaries: 

• The  Design  and  Analysis  Division  provides  schematic  capture, 
analog,  and  digital  simulation  products  for  system-level  and 
ASIC  design. 

• The  Silicon  Design  Division,  formed  in  early  1990,  combines 
the  operations  of  Silicon  Compiler  Systems  with  Mentor 
Graphics'  IC  Division.  This  unit  develops,  markets,  and 
supports  integrated  circuit  design  and  layout  products. 

• The  Printed  Circuit  Board  Division  develops  and  markets  PCB 
design  and  layout  products. 

• The  Electronic  Packaging  and  Design  (EPAD)  Division, 
formed  in  January  1986,  develops  and  markets  CAEP  systems. 

• The  Advanced  Products  Division  was  formed  in  October  1987 
to  focus  on  research  and  development  of  Mentor  Graphics'  next 
generation  of  software  architecture  and  applications. 

• The  CASE  Division,  formed  in  March  1988  with  the  acquisition 
of  Tektronix's  CASE  Division,  provides  computer-aided 
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software  engineering  products  primarily  for  HP/Apollo  and 
DEC  VAX  systems. 

• The  Context  Division  designs,  manufactures,  markets,  and 
services  application  software  products  for  the  CAP  market. 

• Mentor  Graphics  has  sales  subsidiaries  in  Western  Europe, 
Canada,  Australia,  South  America,  and  the  Far  East. 

Mentor  Graphics'  primary  competitors  and  their  major  areas  of 
focus  include  the  following: 

• Cadence  Design  Systems:  CAE,  CAD 

• Daisy/Cadnetix  Corporation:  CAE,  CAD 

• Intergraph  Corporation:  CAE,  CAD,  CAEP 

• Computervision  Corporation:  CAD,  CAEP 

• Racal  Redac:  CAE,  CAD 

• Valid  Logic:  CAE,  CAD 

• Zuken:  CAE,  CAD 

• In  the  CAP  market,  competitors  include  Interleaf,  Inc., 
Frame,  Xyvision,  Inc.,  Xerox,  and  Kodak 

• In  the  CASE  market,  competitors  include  Cadre 
Technologies  and  Index  Technology 


Key  Products  and  Approximately  80%  of  Mentor  Graphics'  1989  revenue  was 
Services  derived  from  integrated  systems  and  20%  from  maintenance  and 

training  services. 

A three-year  summary  of  source  of  revenue  follows: 


MENTOR  GRAPHICS  CORPORATION 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1989 

1988 

1987 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Systems 

$302.5 

80% 

$241 .3 

80% 

$178.0 

80% 

Service  and  training 

77.5 

20% 

59.5 

20% 

43.8 

20% 

TOTAL 

$380.0 

100% 

$300.8 

100% 

$221.8 

100% 
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The  Mentor  Graphics  IDEA  Series™  of  electronic  design 
automation  systems  combines  Mentor  Graphics  software  with 
general-purpose  32-bit  HP/Apollo  workstations  in  support  of 
design  creation  and  analysis  for  integrated  circuits  and  electronic 
systems,  including  the  system  itself  and  its  enclosure,  and  physical 
layout  of  semicustom  and  custom  very-large-scale  integrated 
circuits  and  printed  circuit  boards. 

• The  company's  systems  may  be  linked  over  a high-speed  local- 
area  network.  Substantially  all  of  Mentor  Graphics' 
applications  share  a user  interface  and  "Idealib"  data  base 
structure.  The  Idealib  provides  graphics  processing,  text 
processing,  window  management,  data  base  management,  and 
human  interface  capabilities. 

• A customer  may  first  choose  to  purchase  the  Capture  StationR 
workstation,  which  includes  software  for  schematic  design 
capture  and  electronic  mail,  and  later  upgrade  to  the  Design 
StationR  workstation,  which  adds  software  for  remote 
simulation  and  document  preparation.  Similarly,  by  adding 
software,  Design  Station  users  may  upgrade  to: 

- The  Idea  Station11,  for  local  logic  simulation  of  a design 

- The  Gate  StationR,  for  design  and  physical  layout  of  gate 
array  circuits 

- The  Cell  StationR,  for  design  and  physical  layout  of  standard 
cell  circuits 

- The  Chip  StationR,  for  design  and  physical  layout  of  custom 
integrated  circuits 

- The  Board  Station11,  for  design  and  physical  layout  of  printed 
circuit  boards 

- The  Package  Station™,  for  design  and  analysis  of  enclosures 
for  electronic  systems,  was  introduced  in  February  1988  by 
Mentor  Graphics'  EPAD  Division.  This  product  is  fully 
integrated  into  the  company's  IDEA  Series  environment  and 
provides  direct  access  to  the  electronic  component  and 
layout  data  developed  on  the  Board  Station  workstation. 

• In  May  1988,  Mentor  Graphics  announced  price  reductions  for 
IDEA  Series  workstations  based  on  Apollo  Series  3000  and 
4000  workstations.  Beginning  in  the  third  quarter  of  1988, 
IDEA  Series  workstations  now  include  the  Apollo  DOMAIN 
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Series  3500  and  4500  Personal  Workstations  (under  an  Early 
Delivery  Program).  IDEA  Series  3500  workstations  range  in 
price  as  follows: 

- The  Series  3500  Capture  Station  with  8MB  of  main  memory 
is  priced  from  $31,900. 

- The  Series  3500  Package  Station  is  priced  from  $76,900. 

- The  Series  3500  Board  Station  with  8MB  of  main  memory 
starts  at  $90,900. 

- The  Series  3500  Chip  Station  with  16  MB  of  main  memory  is 
priced  from  $95,900. 

• There  are  currently  over  15,000  IDEA  Series  workstations 
installed  worldwide. 

Mentor  Graphics  also  provides  optional  software  and  special- 
purpose  hardware  for  specific  applications  in  the  electronic 
product  development  process. 

• PICED  is  a general  purpose  graphics  editor  that  provides  the 
engineer  with  a variety  of  graphic  elements,  text  fonts,  line 
styles,  and  fill  patterns. 

• Component  Libraries  and  QuickParts™  and  SmartParts™ 
simulation  parts  models  provide  the  engineer  with  easily 
accessible  and  usable  software  models  of  electronic 
components. 

• MSPICE™,  MSPICE  PLUS,  and  MSIMON™  are  interactive 
circuit  simulators  that  provide  the  engineer  with  analysis 
capabilities  for  the  analog-  or  transistor-level  behavior  of 
circuits. 

• REMEDI™  is  a layout  versus  schematic  checker  used  in  full- 
custom  IC  design. 

• QuickFault™  is  a fault  simulator  that  provides  the  design 
engineer  with  fault  analysis  for  design  verification  and  test 
pattern  generation. 

• QuickSim™  is  a logic  simulator  that  interactively  allows  users 
to  simulate  digital  designs. 

• QuickPath,  announced  in  June  1988,  is  a graphical  critical  path 
analyzer  that  supports  true  worst-case  minimum/maximum 
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timing  analysis  for  ASIC  and  board  designs. 

- Mentor  Graphics  has  a joint  marketing  agreement  with  Test 
Systems  Strategies,  Inc.  (TSSI)  whereby  TSSI  develops, 
manufactures,  and  markets  interfaces  between  Mentor 
Graphics'  QuickSim  and  QuickFault  products  and  a range  of 
commercial  integrated  circuit  and  printed  circuit  board  test 
systems. 

• The  Hardware  Modeling  Library™  is  a proprietary  hardware 
product  manufactured  by  Mentor  Graphics  that  permits 
customers  to  integrate  actual  very-large-scale  integrated 
components  and  semi-custom  circuits  into  the  logic  simulation 
process,  avoiding  the  need  to  develop  complex  software  models 
to  simulate  these  components. 

• The  Compute  Engine™  accelerator  is  a general  purpose  micro- 
supercomputer manufactured  by  Mentor  Graphics  that 
accelerates  a workstation's  performance  of  compute-intensive 
tasks  at  various  stages  of  the  design  process. 

The  Context  Division  markets  and  supports  application  software 

for  computer-aided  publishing  applications. 

• Mentor  Graphics  formed  Context  to  take  responsibility  for  the 
continued  development  of  the  DOC  documentation  preparation 
software  product  and  ancillary  products.  DOC  continues  to  be 
included  in  the  company's  Design  Station  and  higher  level 
stations,  but  Context  has  been  developing  a broader  market  for 
the  DOC  product. 

• Context  is  focusing  its  resources  on  meeting  the  documentation 
management  needs  of  aerospace,  manufacturing,  and 
engineering  companies. 

- The  Context  series  of  Documentation  Workstations,  based 
on  Apollo  computers,  is  used  primarily  in  the  production  of 
engineering  documentation  specifications,  maintenance 
documentation,  and  product  manuals. 

- Pricing  for  the  workstations  ranges  from  $10,700  to  $56,900. 
There  are  currently  over  5,000  systems  installed. 

Mentor  Graphics  also  offers  three  computer-aided  software 

engineering  (CASE)  product  lines  as  follows: 

• CASE  Station  is  an  upper-end  structured  analysis  and  design 
product  for  HP/Apollo  and  Sun  systems. 
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Industry  Markets 


Geographic 

Markets 


• CodeLink  is  a lower-end  coding/debugging  product  the 
embedded  systems  marketplace. 

• Mentor  Graphics  also  offers  upper  end  CASE  products  for 
DEC  VAXstation  systems  that  were  acquired  with  Tektronix's 
CASE  Divsion  in  March  1988. 

Mentor  Graphics  has  a worldwide  service  organization  to  support 
its  customers'  needs  for  installation,  maintenance,  training,  and 
documentation. 

• Hardware  maintenance  services  are  performed  primarily  under 
contract  by  either  Mentor  Graphics  or  HP  technicians.  In 
North  America,  Mentor  Graphics  technicians  provide  hardware 
services  to  over  75%  of  the  company's  customers. 

• Tiered  annual  hardware  and  software  maintenance  contracts 
are  available  for  approximately  12%  of  the  purchase  price. 


The  target  market  for  Mentor  Graphics'  products  is  electronics 
manufacturing  companies,  primarily  in  the  aerospace, 
semiconductor,  computer,  telecommunications,  and  consumer 
electronics  industries. 

Mentor  Graphics'  clients  are  typically  Fortune  500  electronics 
companies. 


Approximately  52%  of  Mentor  Graphics'  1989  revenue  was 
derived  from  North  America  and  48%  from  international  sources. 

A three-year  summary  of  source  of  revenue  follows: 
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MENTOR  GRAPHICS  CORPORATION 
THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE*  SUMMARY 

($  millions) 


FISCAL  YEAR 

1989 

1988 

1987 

SOURCE 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

North  America 

$195.8 

52% 

$156.9 

52% 

$120.1 

54% 

Europe 

104.0 

27% 

77.5 

26% 

55.8 

25% 

Asia-Pacific 

80.2 

21% 

66.4 

22% 

45.9 

21% 

TOTAL 

$380.0 

100% 

$300.8 

100% 

$221.8 

100% 

Excludes  intercompany  transfers  and  eliminations. 


In  addition  to  corporate  offices  in  Beaverton  (OR),  Mentor 
Graphics  has  sales  and  support  offices  in  51  locations  worldwide. 

Mentor  Graphics  sells  its  products  almost  exclusively  through  a 
direct  sales  force  located  in  the  U.S.  and  through  wholly  owned 
marketing  subsidiaries  in  Western  Europe,  Canada,  Australia,  and 
the  Far  East. 

• In  early  1989,  Mentor  opened  offices  in  New  Delhi  (India)  and 
Beijing  (China). 


Computer  Mentor  Graphics  has  over  400  computers  installed  at  its  various 

Hardware  offices  for  research  and  development  and  customer  support. 
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COMPANY  PROFILE 


MENTOR  GRAPHICS 
CORPORATION 

8500  S.W.  Creekside  Place 
Beaverton,  OR  97005-7191 
(503)  626-7000 


Thomas  H.  Bruggere,  Chairman  and  CEO 
Gerard  H.  Langeler,  President 
Public  Corporation,  NASDAQ 
Total  Employees:  1,709  (12/88) 

Total  Revenue,  Fiscal  Year  End 
12/31/88:  $300,750,000 


The  Company 


Mentor  Graphics  Corporation,  formed  in  1981,  designs, 
manufactures,  markets,  and  services  electronic  design  automation 
(EDA)  turnkey  systems  for  use  in  the  design  and  analysis 
(computer-aided  engineering,  or  CAE),  physical  layout  (computer- 
aided  design,  or  CAD),  testing  (computer-aided  test,  or  CAT), 
documentation  (computer-aided  publishing,  or  CAP),  and 
packaging  (computer-aided  electronic  packaging,  or  CAEP)  of 
complex  integrated  circuits,  printed  circuit  boards,  and  electronic 
systems.  In  March  1988,  Mentor  Graphics  also  began  offering 
computer-aided  software  engineering  (CASE)  products. 

The  company's  strategy  is  to: 

• Provide  an  integrated  set  of  productivity  tools  across  a broad 
price  performance  range  to  support  the  electronic  engineer 
throughout  the  entire  product  development  process 

• Provide  excellent  customer  service  and  support  through  a direct 
service  force  throughout  the  world 

• Focus  marketing,  sales,  and  support  resources  on  major  account 
opportunities 

As  of  December  31,  1988,  Mentor  Graphics  had  1,709  employees. 
The  company  currently  has  over  2,000  employees. 

Revenue  for  the  nine  months  ending  September  30,  1989  reached 
$281.7  million,  a 30%  increase  over  $217.2  million  for  the  same 
period  in  1988.  Net  income  for  the  period  rose  39%,  from  $23.8 
million  to  $33  million. 

• During  the  first  nine  months  of  1989,  Mentor  has  spent  over 
$36  million  on  research  and  development.  Release  8.0  of  the 
company's  electronic  design  automation  product,  which  includes 
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its  Concurrent  Design  Environment,  will  be  demonstrated  in 
the  first  half  of  1990  and  is  scheduled  for  release  next  summer. 

Mentor  Graphics'  1988  revenue  reached  $300.8  million,  a 36% 
increase  over  1987  revenue  of  $221.8  million.  Net  income  rose 
65%,  from  $20.3  million  in  1987,  to  $33.5  million  in  1988.  A five- 
year  financial  summary  follows: 

MENTOR  GRAPHICS  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1988 

1987 

1986 

1985 

1984 

Revenue 

• Percent  increase 

$300,750 

$221,823 

$173,545 

$136,748 

$87,906 

from  previous  year 

36% 

28% 

27% 

56% 

240% 

Income  before  taxes 
• Percent  increase 

$50,626 

$31,740 

$16,545 

$12,082 

$13,635 

(decrease)  from 
previous  year 

60% 

92% 

37% 

(11%) 

N/A 

Net  income 
• Percent  increase 

$33,540 

$20,325 

$11,000 

$7,989 

$9,888 

(decrease)  from 
previous  year 

65% 

85% 

38% 

(19%) 

★ 

Earnings  per  share 
• Percent  increase 

$1.92 

$1.20 

$0.67 

$0.52 

$0.71 

(decrease)  from 
previous  year 

60% 

79% 

29% 

(27%) 

889% 

Percent  change  exceeds  1,000%. 


Mentor  Graphics'  management  attributes  1988  results  to  the 
following: 

• A 36%  increase  in  system  sales  was  due  to  continued  growth 
and  penetration  in  all  international  markets,  particularly  the 
Asia-Pacific;  success  of  the  Board  Station  PCB  layout  product; 
continued  growth  of  the  CAE  business;  a higher  reorder  rate 
from  installed  base  customers;  and  the  addition  of  new 
customers  worldwide. 

• Service  and  training  revenue  increased  36%  during  1988  due  to 
the  continued  growth  in  the  company’s  installed  base  and 
improved  pricing  of  customer  maintenance  agreements  initiated 
in  1987. 
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• System  gross  margins  were  62%  in  1988,  compared  to  57%  in 
1987,  and  49%  in  1986.  This  increase  is  attributed  to  product 
mix  shifting  toward  high  value-added  products  (PCB  product 
line)  and  lower  computer  hardware  costs  as  a percent  of  selling 
prices.  System  gross  margin  growth  is  expected  to  moderate  in 
the  future  due  to  competitive  pricing  pressures  and  moderation 
in  the  rate  of  change  in  product  mix  to  higher  value-added 
products. 

Research  and  development  expenditures  were  approximately 

$33.8  million  (11%  of  revenue)  in  1988,  $24.2  million  (11%  of 

revenue)  in  1987,  and  $16.8  million  (10%  of  revenue)  in  1986. 

Acquisitions  made  by  Mentor  Graphics  include  the  following: 

• In  December  1989,  Mentor  Graphics  announced  it  would 
acquire  Performance  CAD  of  Sunnyvale  (CA)  for  an 
undisclosed  cash  payment.  Performance  CAD  develops 
integrated  circuit  timing  analysis  tools.  Its  principal  product  in 
the  Circuit  PathFinder,  a static  timing  tool  for  the  design  and 
analysis  of  full  custom  integrated  circuits. 

• In  June  1988,  Mentor  Graphics  purchased  Contour  Design 
Systems,  Inc.  (formerly  Acotech)  of  Menlo  Park  (CA)  for  $2 
million.  Contour  Design  Systems  is  a supplier  of  analog 
component  libraries  and  modeling  technology. 

• In  March  1988,  Mentor  Graphics  announced  it  would  acquire 
the  Computer-Aided  Software  Engineering  (CASE)  Division 
and  selected  computer-aided  engineering  (CAE)  technologies 
from  Tektronix,  Inc.  for  approximately  $5  million. 

- Tektronix'  Apollo-based  CAE  customers  were  offered  the 
opportunity  to  migrate  to  comparable  Mentor  Graphics 
products  free  of  charge.  Customers  using  other  hardware 
platforms  will  receive  Apollo  upgrade  discounts  from 
Mentor  Graphics. 

- Mentor  Graphics  and  Tektronix  also  announced  a strategic 
alliance  to  develop  an  integrated  set  of  design-through-test 
products.  Tektronix  has  designated  both  Mentor  Graphics 
and  its  Context  Corporation  subsidiary  as  the  preferred 
suppliers  of  EDA  and  documentation  management  tools  to 
Tektronix. 

• In  June  1987,  Mentor  Graphics  acquired  the  fault-grading 
technology  and  products  of  Caedent  Corporation  of  Colorado 
Springs  (CO)  for  $450,000  plus  future  royalties. 
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Other  significant  announcements  include  the  following: 

• In  September  1988,  Mentor  Graphics  and  EEsof,  Inc. 
(Westlake  Village,  CA)  announced  a cooperative  marketing 
agreement  under  which  EEsof  will  market  its  microwave  CAE 
design  tools  on  the  Mentor  Graphics  workstation  platform  and 
offer  its  interface  to  the  Mentor  Graphics  EDA  environment. 

• Also  in  September  1988,  Mentor  Graphics  endorsed  the  IEEE- 
1076  VHSIC  Hardware  Description  Language  (VHDL) 
standard.  Mentor  Graphics  plans  to  deliver  a VHDL  product 
that  is  fully  integrated  with  its  design  and  analysis  products. 

• In  September  1988,  Mentor  Graphics  also  joined  the  Open 
Software  Foundation,  which  is  dedicated  to  developing  a 
UNIX-based  open  software  environment. 

• In  June  1988,  Mentor  Graphics,  Apollo  Computer,  and  LSI 
Logic  Corporation  announced  an  agreement  to  link  LSI  Logic's 
Modular  Design  Environment  software  toolset  and  Mentor 
Graphics'  IDEA  Series  design  tools  on  Apollo  workstations. 

• Also  in  June  1988,  Mentor  Graphics  announced  an  agreement 
with  Mine  Inc.  (Colorado  Springs,  CO)  to  incorporate  Mine's 
universal  programmable  logic  device  (PLD)  synthesis  tool  into 
Mentor  Graphics'  board  design  and  simulation  environment. 

Mentor  Graphics  is  currently  organized  into  the  following 

divisions  and  subsidiaries: 

• The  Design  and  Analysis  Division  provides  schematic  capture, 
analog,  and  digital  simulation  products  for  system-level  and 
ASIC  design. 

• The  IC  Division,  formed  in  1988,  develops,  markets,  and 
supports  integrated  circuit  design  and  layout  products. 

• The  Electronic  Packaging  and  Analysis  Division,  formed  in 
January  1986,  develops  and  markets  CAEP  systems. 

• The  Advanced  Products  Division  was  formed  in  October  1987 
to  focus  on  research  and  development  of  Mentor  Graphics'  next 
generation  of  software  architecture  and  applications. 

• The  CASE  Division,  formed  in  March  1988  with  the  acquisition 
of  Tektronix's  CASE  Division,  provides  computer-aided 
software  engineering  products  for  DEC  VAX  and  Apollo 
systems. 


Page  4 of  10 


Copyright  1989  by  INPUT.  Reproduction  Prohibited. 


December  1989 


MENTOR  GRAPHICS  CORPORATION 


INPUT 


• Context  Corporation,  an  85%-owned  subsidiary  of  Mentor 
Graphics  formed  in  1986,  designs,  manufactures,  markets,  and 
services  application  software  products  for  the  CAP  market. 

• Mentor  Graphics  has  sales  subsidiaries  in  Western  Europe, 
Canada,  Australia,  and  the  Far  East. 

Mentor  Graphics'  primary  competitors  and  their  major  area  of 
focus  include  the  following: 

• Cadnetix  Corporation:  CAE,  CAD 

• Intergraph  Corporation:  CAE,  CAD,  CAEP 

• Hewlett-Packard:  CAE,  CAD,  CAT 

• Computervision  Corporation:  CAD,  CAEP 

• Schlumberger  CAD/CAM:  CAD,  CAEP 

• Daisy  Systems  Corporation:  CAE,  CAD 

• Teradyne,  Incorporated:  CAE,  CAT 

• In  the  CAP  market,  competitors  include  Interleaf,  Inc., 
Xyvision,  Inc.,  Xerox,  and  Kodak 

• In  the  CASE  market,  competitors  include  Cadre 
Technologies  and  Index  Technology 


Key  Products  and  Approximately  80%  of  Mentor  Graphics'  1988  revenue  was 
Services  derived  from  integrated  systems  and  20%  from  maintenance  and 

training  services. 

A three-year  summary  of  source  of  revenue  follows: 


MENTOR  GRAPHICS  CORPORATION 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1988 

1987 

1986 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Systems 

$241.3 

80% 

$178.0 

80% 

$148.6 

86% 

Service  and  training 

59.5 

20% 

43.8 

20% 

24.9 

14% 

TOTAL 

$300.8 

100% 

$221.8 

100% 

$173.5 

100% 

The  Mentor  Graphics  IDEA  Series™  of  electronic  design 
automation  systems  combines  Mentor  Graphics  software  with 
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general-purpose  32-bit  Apollo  workstations  in  support  of  design 
creation  and  analysis  for  integrated  circuits  and  electronic  systems, 
including  the  system  itself  and  its  enclosure,  and  physical  layout  of 
semicustom  and  custom  very-large-scale  integrated  circuits  and 
printed  circuit  boards. 

• The  company's  systems  may  be  linked  over  a high-speed  local 
area  network.  Substantially  all  of  Mentor  Graphics' 
applications  share  a user  interface  and  "Idealib"  data  base 
structure.  The  Idealib  provides  graphics  processing,  text 
processing,  window  management,  data  base  management,  and 
human  interface  capabilities. 

• A customer  may  first  choose  to  purchase  the  Capture  Station15- 
workstation,  which  includes  software  for  schematic  design 
capture  and  electronic  mail,  and  later  upgrade  to  the  Design 
StationR  workstation,  which  adds  software  for  remote 
simulation  and  document  preparation.  Similarly,  by  adding 
software,  Design  Station  users  may  upgrade  to: 

- The  Idea  StationR,  for  local  logic  simulation  of  a design 

- The  Gate  StationR,  for  design  and  physical  layout  of  gate 
array  circuits 

- The  Cell  StationR,  for  design  and  physical  layout  of  standard 
cell  circuits 

- The  Chip  StationR,  for  design  and  physical  layout  of  custom 
integrated  circuits 

- The  Board  StationR,  for  design  and  physical  layout  of  printed 
circuit  boards 

- The  Package  Station™,  for  design  and  analysis  of  enclosures 
for  electronic  systems,  was  introduced  in  February  1988  by 
Mentor  Graphics'  Electronic  Packaging  and  Analysis 
Division.  This  product  is  fully  integrated  into  the  company's 
IDEA  Series  environment  and  provides  direct  access  to  the 
electronic  component  and  layout  data  developed  on  the 
Board  Station  workstation. 

• In  May  1988,  Mentor  Graphics  announced  price  reductions  for 
IDEA  Series  workstations  based  on  Apollo  Series  3000  and 
4000  workstations.  Beginning  in  the  third  quarter  of  1988, 
IDEA  Series  workstations  now  include  the  Apollo  DOMAIN 
Series  3500  and  4500  Personal  Workstations  (under  an  Early 
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Delivery  Program).  IDEA  Series  3500  workstations  range  in 
price  as  follows: 

- The  Series  3500  Capture  Station  with  8MB  main  memory  is 
priced  from  $31,900. 

- The  Series  3500  Package  Station  is  priced  from  $76,900. 

- The  Series  3500  Board  Station  with  8MB  of  main  memory 
starts  at  $90,900. 

- The  Series  3500  Chip  Station  with  16  MB  of  main  memory  is 
priced  from  $95,900. 

• There  are  currently  over  15,000  IDEA  Series  workstations 
installed  worldwide. 

Mentor  Graphics  also  provides  optional  software  and  special- 
purpose  hardware  for  specific  applications  with  the  electronic 
product  development  process. 

• PICED  is  a general  purpose  graphics  editor  that  provides  the 
engineer  with  a variety  of  graphic  elements,  text  fonts,  line 
styles,  and  fill  patterns. 

• Component  Libraries  and  QuickParts™  and  SmartParts™ 
simulation  parts  models  provide  the  engineer  with  easily 
accessible  and  usable  software  models  of  electronic 
components. 

• MSPICE™,  MSPICE  PLUS,  and  MSIMON™  are  interactive 
circuit  simulators  that  provide  the  engineer  with  analysis 
capabilities  for  the  analog-  or  transistor-level  behavior  of 
circuits. 

• REMEDI™  is  a layout  versus  schematic  checker  used  in  full- 
custom  IC  design. 

• QuickFault™  is  a fault  simulator  that  provides  the  design 
engineer  with  fault  analysis  for  design  verification  and  test 
pattern  generation. 

• QuickSim™  is  a logic  simulator  that  interactively  allows  users 
to  simulate  digital  designs. 

• QuickPath,  announced  in  June  1988,  is  a graphical  critical  path 
analyzer  that  supports  true  worst-case  minimum/maximum 
timing  analysis  for  ASIC  and  board  designs. 
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- Mentor  Graphics  has  a joint  marketing  agreement  with  Test 
Systems  Strategies,  Inc.  (TSSI)  whereby  TSSI  develops, 
manufactures,  and  markets  interfaces  between  Mentor 
Graphics'  QuickSim  and  QuickFault  products  and  a range  of 
commercial  integrated  circuit  and  printed  circuit  board  test 
systems. 

• The  Hardware  Modeling  Library™  is  a proprietary  hardware 
product  manufactured  by  Mentor  Graphics  that  permits 
customers  to  integrate  actual  very-large-scale  integrated 
components  and  semi-custom  circuits  into  the  logic  simulation 
process,  avoiding  the  need  to  develop  complex  software  models 
to  simulate  these  components. 

• The  Compute  Engine™  accelerator  is  a general  purpose  micro- 
supercomputer manufactured  by  Mentor  Graphics  that 
accelerates  a workstation's  performance  of  compute-intensive 
tasks  at  various  stages  of  the  design  process. 

Through  Context  Corporation,  Mentor  Graphics  markets  and 
supports  application  software  for  computer-aided  publishing 
applications. 

• Mentor  Graphics  formed  Context  to  take  responsibility  for  the 
continued  development  of  the  DOC  documentation  preparation 
software  product  and  ancillary  products. 

- DOC  continues  to  be  included  in  the  company's  Design 
Station  and  higher  level  stations,  but  Context  has  been 
developing  a broader  market  for  the  DOC  product. 

• Context  is  focusing  its  resources  on  meeting  the  documentation 
management  needs  of  aerospace,  manufacturing,  and 
engineering  companies. 

- The  Context  series  of  Documentation  Workstations,  based 
on  Apollo  computers,  is  used  primarily  in  the  production  of 
engineering  documentation  specifications,  maintenance 
documentation,  and  product  manuals. 

- Pricing  for  the  workstations  ranges  from  $10,700  to  $56,900. 
There  are  currently  over  5,000  systems  installed. 

Mentor  Graphics  also  provides  computer-aided  software 
engineering  (CASE)  products  for  DEC  VAXstation  computers 
running  under  ULTRIX,  and  VAX  systems  running  under  VMS. 


Page  8 of  10 


Copyright  1989  by  INPUT.  Reproduction  Prohibited. 


December  1989 


MENTOR  GRAPHICS  CORPORATION 


INPUT 


Industry  Markets 


Geographic 

Markets 


• The  Analyst/RT  is  used  to  create,  verify,  and  document 
specifications  for  real-time  systems  using  Structured  Analysis. 

• The  Designer  is  used  to  create  and  verify  Structured  Design 
models  of  entire  software  systems. 

• The  Auditor  is  a CASE  documentation  and  requirements 
traceability  tool. 

• The  Table  Editor  is  a tool  used  to  edit  control  specifications 
created  with  the  Auditor. 

Mentor  Graphics  has  a worldwide  service  organization  to  support 

its  customers'  needs  for  installation,  maintenance,  training,  and 

documentation. 

• Hardware  maintenance  services  are  performed  primarily  under 
contract  by  either  Mentor  Graphics  or  Apollo  technicians.  In 
North  America,  Mentor  Graphics  technicians  provide  hardware 
services  to  over  75%  of  the  company's  customers.  The  company 
plans  to  continue  to  expand  its  direct  service  capability  in  1988. 

• Tiered  annual  hardware  and  software  maintenance  contracts 
are  available  for  approximately  12%  of  the  purchase  price. 


The  target  market  for  Mentor  Graphics'  products  is  electronics 
manufacturing  companies,  primarily  in  the  aerospace, 
semiconductor,  computer,  telecommunications,  and  consumer 
electronics  industries. 

Mentor  Graphics'  clients  typically  consist  of  Fortune  500 
electronics  companies. 

During  1988,  Mentor  Graphics  received  over  40  orders  which  were 
each  in  excess  of  $1  million.  Fourth  quarter  multimillion-dollar 
orders  were  received  from  Apple  , NCR,  AWA  Ltd.  (Australia), 
and  Samsung. 


Approximately  52%  of  Mentor  Graphics'  1988  revenue  was 
derived  from  North  America  and  48%  from  international  sources. 

A three-year  summary  of  source  of  revenue  follows: 
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MENTOR  GRAPHICS  CORPORATION 
THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE*  SUMMARY 

($  millions) 


FISCAL  YEAR 

1988 

1987 

1986 

SOURCE 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

North  America 

$156.9 

52% 

$120.1 

54% 

$98.0 

56% 

Europe 

77.5 

26% 

55.8 

25% 

39.2 

23% 

Asia-Pacific 

66.4 

22% 

45.9 

21% 

36.4 

21% 

TOTAL 

$300.8 

100% 

$221.8 

100% 

$173.6 

100% 

* Excludes  intercompany  transfers  and  eliminations. 


In  addition  to  corporate  offices  in  Beaverton  (OR),  Mentor 
Graphics  has  sales  and  support  offices  in  51  locations  worldwide. 

Mentor  Graphics  sells  its  products  almost  exclusively  through  a 
direct  sales  force  located  in  the  U.S.  and  through  wholly  owned 
marketing  subsidiaries  in  Western  Europe,  Canada,  Australia,  and 
the  Far  East. 

• In  early  1989,  Mentor  opened  offices  in  New  Delhi  (India)  and 
Beijing  (China). 


Computer  Mentor  Graphics  has  over  400  computers  installed  at  its  various 

Hardware  offices  for  research  and  development  and  customer  support. 


Page  10  of  10 


Copyright  1989  by  INPUT.  Reproduction  Prohibited 


December  1989 


COMPANY  PROFILE 


MENTOR  GRAPHICS 
CORPORATION 

8500  S.W.  Creekside  Place 
Beaverton,  OR  97005-7191 
(503)  626-7000 


Thomas  H.  Bruggere,  Chairman  and  CEO 
Public  Corporation,  OTC 
Total  Employees:  1,213 
Total  Revenue,  Fiscal  Year  End 
12/31/87:  $221,823,000 


The  Company  Mentor  Graphics  Corporation,  formed  in  1981,  designs, 

manufactures,  markets,  and  services  electronic  design  automation 
(EDA)  turnkey  systems  for  use  in  the  design  and  analysis 
(computer-aided  engineering,  or  CAE),  physical  layout  (computer- 
aided  design,  or  CAD),  testing  (computer-aided  test,  or  CAT), 
documentation  (computer-aided  publishing,  or  CAP),  and 
packaging  (computer-aided  electronic  packaging,  or  CAEP)  of 
complex  integrated  circuits,  printed  circuit  boards,  and  electronic 
systems.  In  March  1988  Mentor  Graphics  also  began  offering 
computer-aided  software  engineering  (CASE)  products. 

The  company's  strategy  is  to: 

• Provide  an  integrated  set  of  productivity  tools  across  a broad 
price-performance  range  to  support  the  electronic  engineer 
throughout  the  entire  product  development  process 

• Provide  excellent  customer  service  and  support  through  a direct 
service  force  throughout  the  world 

• Focus  marketing,  sales,  and  support  resources  on  major  account 
opportunities 

Mentor  Graphics’  1987  revenue  reached  $221.8  million,  a 28% 
increase  over  1986  revenue  of  $173.5  million.  Net  income  rose 
85%,  from  $11  million  in  1986,  to  $20.3  million  in  1987.  A five- 
year  financial  summary  follows: 
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MENTOR  GRAPHICS  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1987 

1986 

1985 

1984 

1983 

Revenue 

• Percent  increase 

$221,823 

$173,545 

$136,748 

$87,906 

$25,822 

from  previous  year 

28% 

27% 

56% 

240% 

N/A 

Income  before  taxes 
• Percent  increase 

$31,740 

$16,545 

$12,082 

$13,635 

N/A 

(decrease)  from 
previous  year 

92% 

37% 

(11%) 

N/A 

N/A 

Net  income  (loss) 

• Percent  increase 

$20,325 

$11,000 

$7,989 

$9,888 

$(221) 

(decrease)  from 
previous  year 

85% 

38% 

(19%) 

* 

89% 

Earnings  (loss) 
per  share 

• Percent  increase 

$1.20 

$0.67 

$0.52 

$0.71 

$(0.09) 

(decrease)  from 
previous  year 

79% 

29% 

(27%) 

889% 

98% 

Percent  change  exceeds  1,000%. 


Mentor  Graphics'  management  attributes  the  growth  in  system 
sales  in  1987  to  continued  growth  in  international  markets; 
reorders  from  existing  customers;  success  of  the  Board  Station 
PCB  layout  product  and  the  computer-aided  publishing  product; 
the  appreciation  of  foreign  currencies,  particularly  the  Japanese 
yen,  against  the  U.S.  dollar;  and  the  Productivity  Upgrade 
Program  (PUP),  that  allows  existing  customers  to  upgrade  older 
hardware  to  newer  equipment. 

Service  revenue  increased  76%  during  1987  due  to  the  continued 
growth  in  the  company's  installed  base  and  improved  pricing  of 
customer  maintenance  agreements. 

Research  and  development  expenditures  were  approximately 
$24.2  million  (11%  of  revenue)  in  1987,  $16.8  million  (10%  of 
revenue)  in  1986,  and  $14.5  million  (11%  of  revenue)  in  1985. 

Revenue  for  the  six  months  ending  June  30,  1988  reached  $139.7 
million,  a 34%  increase  over  $104.4  million  for  the  same  period  in 
1987.  Net  income  for  the  period  rose  68%,  from  $8.9  million  to 
$15  million. 
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Acquisitions  made  by  Mentor  Graphics  include  the  following: 

• In  June  1988,  Mentor  Graphics  purchased  Contour  Design 
Systems,  Inc.  (formerly  Acotech)  of  Menlo  Park  (CA)  for  $2 
million.  Contour  Design  Systems  is  a supplier  of  analog 
component  libraries  and  modeling  technology. 

• In  March  1988,  Mentor  Graphics  announced  it  would  acquire 
the  Computer-Aided  Software  Engineering  (CASE)  Division 
and  selected  computer-aided  engineering  (CAE)  technologies 
from  Tektronix,  Inc.  for  approximately  $5  million. 

- Tektronix'  Apollo-based  CAE  customers  were  offered  the 
opportunity  to  migrate  to  comparable  Mentor  Graphics 
products  free  of  charge.  Customers  using  other  hardware 
platforms  will  receive  Apollo  upgrade  discounts  from 
Mentor  Graphics. 

- Mentor  Graphics  and  Tektronix  also  announced  a strategic 
alliance  to  develop  an  integrated  set  of  design-through-test 
products.  Tektronix  has  designated  both  Mentor  Graphics 
and  its  Context  Corporation  subsidiary  as  the  preferred 
suppliers  of  EDA  and  documentation  management  tools  to 
Tektronix. 

• In  June  1987,  Mentor  Graphics  acquired  the  fault-grading 
technology  and  products  of  Caedent  Corporation  of  Colorado 
Springs  (CO)  for  $450,000  plus  future  royalties. 

• In  1983,  Mentor  Graphics  acquired  California  Automated 
Design  Incorporated  (CADI)  of  San  Jose  (CA). 

- CADI,  founded  in  1981  by  a group  of  former  IBM 
employees,  developed  and  marketed  CAD  software  products 
for  standard  cell  and  gate  array  integrated  circuits. 

Other  recent  significant  announcements  include  the  following: 

• In  September  1988,  Mentor  Graphics  and  EEsof,  Inc. 

(Westlake  Village,  CA)  announced  a cooperative  marketing 
agreement  under  which  EEsof  will  market  its  microwave  CAE 
design  tools  on  the  Mentor  Graphics  workstation  platform  and 
offer  its  interface  to  the  Mentor  Graphics  EDA  environment. 

• Also  in  September  1988,  Mentor  Graphics  endorsed  the  IEEE- 
1076  VHSIC  Hardware  Description  Language  (VHDL) 
standard.  During  the  first  half  of  1989,  Mentor  Graphics  plans 
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to  deliver  a VHDL  product  that  is  fully  integrated  with  its 
design  and  analysis  products. 

• In  September  1988,  Mentor  Graphics  also  joined  the  Open 
Software  Foundation,  which  is  dedicated  to  developing  a 
UNIX-based  open  software  environment. 

• In  June  1988,  Mentor  Graphics,  Apollo  Computer,  and  LSI 
Logic  Corporation  announced  an  agreement  to  link  LSI  Logic's 
Modular  Design  Environment  software  toolset  and  Mentor 
Graphics'  IDEA  Series  design  tools  on  Apollo  workstations. 
Availability  is  scheduled  for  the  end  of  1988. 

• Also  in  June  1988,  Mentor  Graphics  announced  an  agreement 
with  Mine  Inc.  (Colorado  Springs,  CO)  to  incorporate  Mine's 
universal  programmable  logic  device  (PLD)  synthesis  tool  into 
Mentor  Graphics'  board  design  and  simulation  environment. 

• In  May  1988  Mentor  Graphics  reconfirmed  its  support  for 
DEC'S  VAX  line  of  computers  as  the  platform  for  its  CASE 
users. 

Mentor  Graphics  is  currently  organized  into  the  following 

divisions  and  subsidiaries: 

• The  Design  and  Analysis  Division  provides  schematic  capture, 
analog,  and  digital  simulation  products  for  system-level  and 
ASIC  design. 

• The  IC  Division,  formed  in  1988,  develops,  markets,  and 
supports  integrated  circuit  design  and  layout  products. 

• The  Electronic  Packaging  and  Analysis  Division,  formed  in 
January  1986,  develops  and  markets  CAEP  systems. 

• The  Advanced  Products  Division  was  formed  in  October  1987 
to  focus  on  research  and  development  of  Mentor  Graphics'  next 
generation  of  software  architecture  and  applications. 

• The  CASE  Division,  formed  in  March  1988  with  the  acquisition 
of  Tektronix's  CASE  Division,  provides  computer-aided 
software  engineering  products  for  DEC  VAX  and  Apollo 
systems. 

• Context  Corporation,  an  85%-owned  subsidiary  of  Mentor 
Graphics  formed  in  1986,  designs,  manufactures,  markets,  and 
services  application  software  products  for  the  CAP  market. 
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• Mentor  Graphics  has  sales  subsidiaries  in  Western  Europe, 
Canada,  Australia,  and  the  Far  East. 

As  of  December  31,  1987,  Mentor  Graphics  had  1,213  employees. 
The  company  currently  has  approximately  1,600  employees. 

Mentor  Graphics'  primary  competitors  and  their  major  area  of 
focus  include  the  following: 

• Cadnetix  Corporation:  CAE,  CAD 

• Intergraph  Corporaton:  CAE,  CAD,  CAEP 

• Hewlett-Packard:  CAE,  CAD,  CAT 

• Computervision  Corporation:  CAD,  CAEP 

• Schlumberger  CAD/CAM:  CAD,  CAEP 

• Daisy  Systems  Corporation:  CAE,  CAD 

• Valid  Logic  Systems,  Inc.:  CAE,  CAD,  CAEP 

• Teradyne,  Incorporated:  CAE,  CAT 

• In  the  CAP  market,  competitors  include  Interleaf,  Inc., 
Xyvision,  Inc.,  Xerox,  and  Kodak. 

• In  the  CASE  market,  competitors  include  Cadre 
Technologies  and  Index  Technology. 


Key  Products  and  Approximately  80%  of  Mentor  Graphics’  1987  revenue  was 
Services  derived  from  integrated  systems  and  20%  from  maintenance 

services. 

A three-year  summary  of  source  of  revenue  follows: 

MENTOR  GRAPHICS  CORPORATION 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1987 

1986 

1985 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Systems 

$178.0 

80% 

$148.6 

86% 

$122.2 

89% 

Service 

43.8 

20% 

24.9 

14% 

14.5 

11% 

TOTAL 

$221.8 

100% 

$173.5 

100% 

$136.7 

100% 
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The  Mentor  Graphics  IDEA  Series™  of  electronic  design 
automation  systems  combines  Mentor  Graphics  software  with 
general-purpose  32-bit  Apollo  workstations  in  support  of  design 
creation  and  analysis  for  integrated  circuits  and  electronic  systems, 
including  the  system  itself  and  its  enclosure,  and  physical  layout  of 
semicustom  and  custom  very-large-scale  integrated  circuits  and 
printed  circuit  boards. 

• The  company's  systems  may  be  linked  over  a high-speed  local 
area  network.  Substantially  all  of  Mentor  Graphics' 
applications  share  a user  interface  and  "Idealib"  data  base 
structure.  The  Idealib  provides  graphics  processing,  text 
processing,  window  management,  data  base  management,  and 
human  interface  capabilities. 

• A customer  may  first  choose  to  purchase  the  Capture  StationR 
workstation,  which  includes  software  for  schematic  design 
capture  and  electronic  mail,  and  later  upgrade  to  the  Design 
Station11  workstation,  which  adds  software  for  remote 
simulation  and  document  preparation.  Similarly,  by  adding 
software,  Design  Station  users  may  upgrade  to: 

- The  Idea  StationR,  for  local  logic  simulation  of  a design. 

- The  Gate  StationR,  for  design  and  physical  layout  of  gate 
array  circuits. 

- The  Cell  StationR,  for  design  and  physical  layout  of  standard 
cell  circuits. 

- The  Chip  StationR,  for  design  and  physical  layout  of  custom 
integrated  circuits. 

- The  Board  StationR,  for  design  and  physical  layout  of  printed 
circuit  boards. 

- The  Package  Station™,  for  design  and  analysis  of  enclosures 
for  electronic  systems,  was  introduced  in  February  1988  by 
Mentor  Graphics'  Electronic  Packaging  and  Analysis 
Division.  This  product  is  fully  integrated  into  the  company's 
IDEA  Series  environment  and  provides  direct  access  to  the 
electronic  component  and  layout  data  developed  on  the 
Board  Station  workstation. 

• In  May  1988,  Mentor  Graphics  announced  price  reductions  for 
IDEA  Series  workstations  based  on  Apollo  Series  3000  and 
4000  workstations.  In  July  1988,  Mentor  Graphics  announced 
that  beginning  in  the  third  quarter  of  1988  its  IDEA  Series 
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workstations  will  include  the  new  Apollo  DOMAIN  Series  3500 
and  4500  Personal  Workstations  (under  an  Early  Delivery 
Program).  IDEA  Series  3500  workstations  range  in  price  as 
follows: 

- The  Series  3500  Capture  Station  with  8MB  main  memory  is 
priced  from  $31,900. 

- The  Series  3500  Package  Station  is  priced  from  $76,9000. 

- The  Series  3500  Board  Station  with  8MB  of  main  memory 
starts  at  $90,900. 

- The  Series  3500  Chip  Station  with  16  MB  of  main  memory  is 
priced  from  $95,900. 

• There  are  currently  over  15,000  IDEA  Series  workstations 
installed  worldwide. 

Mentor  Graphics  also  provides  optional  software  and  special 
purpose  hardware  for  specific  applications  with  the  electronic 
product  development  process. 

• PICED  is  a general  purpose  graphics  editor  that  provides  the 
engineer  with  a variety  of  graphic  elements,  text  fonts,  line 
styles,  and  fill  patterns. 

• Component  Libraries  and  QuickParts™  and  SmartParts™ 
simulation  parts  models,  provide  the  engineer  with  easily 
accessible  and  usable  software  models  of  electronic 
components. 

• MSPICE™,  MSPICE  PLUS,  and  MSIMON™  are  interactive 
circuit  simulators  that  provide  the  engineer  with  analysis 
capabilities  for  the  analog-  or  transistor-level  behavior  of 
circuits. 

• REMEDI™  is  a layout  versus  schematic  checker  used  in  full- 
custom  IC  design. 

• QuickFault™  is  a fault  simulator  that  provides  the  design 
engineer  with  fault  analysis  for  design  verification  and  test 
pattern  generation. 

• QuickSim™  is  a logic  simulator  that  interactively  allows  users 
to  simulate  digital  designs. 
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• QuickPath,  announced  in  June  1988,  is  a graphical  critical  path 
analyzer  that  supports  true  worst-case  minimum/maximum 
timing  analysis  for  ASIC  and  board  designs.  Availability  is 
scheduled  for  the  end  of  1988. 

- Mentor  Graphics  has  a joint  marketing  agreement  with  Test 
Systems  Strategies,  Inc.  (TSSI)  whereby  TSSI  develops, 
manufactures,  and  markets  interfaces  between  Mentor 
Graphics’  QuickSim  and  QuickFault  products  and  a range  of 
commercial  integrated  circuit  and  printed  circuit  board  test 
systems. 

• The  Hardware  Modeling  Library™  is  a proprietary  hardware 
product  manufactured  by  Mentor  Graphics  that  permits 
customers  to  integrate  actual  very-large-scale  integrated 
components  and  semi-custom  circuits  into  the  logic  simulation 
process,  avoiding  the  need  to  develop  complex  software  models 
to  simulate  these  components. 

• The  Compute  Engine™  accelerator  is  a general  purpose  micro- 
supercomputer manufactured  by  Mentor  Graphics  that 
accelerates  a workstation's  performance  of  compute-intensive 
tasks  at  various  stages  of  the  design  process. 

Through  Context  Corporation,  Mentor  Graphics  markets  and 

supports  application  software  for  computer-aided  publishing 

applications. 

• Mentor  Graphics  formed  Context  to  take  responsibility  for  the 
continued  development  of  the  DOC  documentation  preparation 
software  product  and  ancillary  products. 

- DOC  continues  to  be  included  in  the  company's  Design 
Station  and  higher  level  stations,  but  Context  has  been 
developing  a broader  market  for  the  DOC  product. 

• Context  is  focusing  its  resources  on  meeting  the  documentation 
management  needs  of  manufacturing  companies. 

- The  Context  Series  of  Documentation  Workstations,  based 
on  Apollo  computers,  is  used  primarily  in  the  production  of 
product  proposals,  engineering  specifications,  manufacturing 
documentation,  and  product  manuals. 

- Pricing  for  the  workstations  ranges  from  $10,700  to  $56,900. 
There  are  currently  over  5,000  systems  installed. 
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Industry  Markets 


Geographic 

Markets 


Mentor  Graphics  also  provides  computer-aided  software 
engineering  (CASE)  products  for  DEC  VAXstation  computers 
running  under  ULTRIX  and  VAX  systems  running  under  VMS. 

• The  Analyst/RT  is  used  to  create,  verify,  and  document 
specifications  for  real-time  systems  using  Structured  Analysis. 

• The  Designer  is  used  to  create  and  verify  Structured  Design 
models  of  entire  software  systems. 

• The  Auditor  is  a CASE  documentation  and  requirements 
traceability  tool. 

• The  Table  Editor  is  a tool  used  to  edit  control  specifications 
created  with  the  Auditor. 

Mentor  Graphics  has  a worldwide  service  organization  to  support 
its  customers'  needs  for  installation,  maintenance,  training,  and 
documentation. 

• Hardware  maintenance  services  are  performed  primarily  under 
contract  by  either  Mentor  Graphics  or  Apollo  technicians.  In 
North  America,  Mentor  Graphics  technicians  provide  hardware 
services  to  over  70%  of  the  company's  customers.  The  company 
plans  to  continue  to  expand  its  direct  service  capability  in  1988. 

• Tiered  annual  hardware  and  software  maintenance  contracts 
are  available  for  approximately  12%  of  the  purchase  price. 


The  target  market  for  Mentor  Graphics'  products  is  electronics 
manufacturing  companies  primarily  in  the  aerospace, 
semiconductor,  computer,  telecommunications,  and  consumer 
electronics  industries. 

Mentor  Graphics'  clients  typically  consist  of  Fortune  500 
electronic  companies  and  include  ESL  Incorporated  (a  subsidiary 
of  TRW),  GTE  Communication  Systems,  Marconi  Italia, 
Mitsubishi  Electric,  Matsushita  Electric  Company,  MODCOMP, 
Samsung,  NCR,  Square  D,  Motorola,  and  Westinghouse 
Electronic  Corporation. 


Approximately  54%  of  Mentor  Graphics'  1987  revenue  was 
derived  from  North  America  and  46%  from  international  sources. 

A three-year  summary  of  source  of  revenue  follows: 
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MENTOR  GRAPHICS  CORPORATION 
THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE*  SUMMARY 

($  millions) 


FISCAL  YEAR 

1987 

1986 

1985 

SOURCE 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

North  America 

$120.1 

54% 

$98.0 

56% 

$85.8 

63% 

Europe 

55.8 

25% 

39.2 

23% 

30.5 

22% 

Asia-Pacific 

45.9 

21% 

36.4 

21% 

20.4 

15% 

TOTAL 

$221.8 

100% 

$173.6 

100% 

$136.7 

100% 

* Excludes  intercompany  transfers  and  eliminations. 


Mentor  Graphics  sells  its  products  almost  exclusively  through  a 
direct  sales  force  located  in  the  U.S.  and  through  wholly  owned 
marketing  subsidiaries  in  Western  Europe,  Canada,  Australia,  and 
the  Far  East. 

In  addition  to  corporate  offices  in  Beaverton  (OR)  and  San  Jose 
(CA),  Mentor  Graphics  has  45  sales  and  support  offices 
worldwide. 


Computer 

Hardware 


Mentor  Graphics  has  over  400  computers  installed  at  its  various 
offices  for  research  and  development  and  customer  support. 
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MENTEL,  INC. 

459  Hamilton  Avenue,  Suite  205 
Palo  Alto,  CA  94301 
(415)  321-2787 


Woodson  Hobbs,  President 
Private  corporation 
Total  employess:  6 (plus  4 
consultants) 

Total  revenues,  fiscal  year 
end  4/30/77:  $150,000 


THE  COMPANY 

• Mentel,  Inc.  was  started  in  I 974  by  Woodson  Hobbs  as  Virtual  Systems 
Group,  a consulting  company.  In  1975,  Mentel,  Inc.  was  incorporated 
by  Woodson  Hobbs  and  James  Rowe.  In  1976,  Mentel,  Inc.  acquired 
Virtual  Systems  Group. 

• In  1975,  Mentel  acquired  a public  domain  copy  of  the  Wyjbur  text 
editing  and  time-sharing  package  which  it  enhanced  to  create  its 
proprietary  Mentext  software  package. 

• With  two  employees  and  one  consultant  devoted  to  marketing 
Mentext,  Mentel  now  claims  to  be  selling  its  product  at  a $400,000 
per  year  rate. 

• In  1976,  Mentel  sued  Stanford  and  a Stanford  employee  for  contract 
interferrence  and  liable.  Stanford  has  countersued  for  appropriation 
of  trade  secrets.  The  case  is  scheduled  to  go  to  court  on  October  7. 
1977. 


Mentel  policy  is  to  make  all  court  documentation  freely 
available  to  clients  and  prospective  clients  on  an  as  requested 
basis. 

Mentel  management  claims  that,  whatever  the  outcome,  the 
suit  will  not  materially  affect  Mentel's  business. 


KEY  PRODUCTS  AND  SERVICES 

• One  hundred  percent  of  Mentel  revenues  are  generated  by  the  sale  of 
the  Mentext  package  and  related  software.  The  company  is  now  test 
marketing  several  add-on  modules,  including  a communications 
monitor  and  interactive  execution. 
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• Currently,  Mentext  has  I I installations  (including  two  trial  instal- 
lations). Users  include  Applied  Technology,  Inc.  National  Semi- 
conductor, Brandon,  Itek,  Four  Phase  Systems,  Gesco  (a  Fresno, 
California  S&L  service  bureau),  Crown  Zellerbach,  California  Dental 
Service,  Delta  Dental,  and  a major  San  Francisco  construction  firm. 

• Mentext  will  run  on  IBM  370  Model  135  and  360  Model  50  or  larger 
mainframes  with  OS,  VS/ 1,  VS/2  (MVS  or  SVS),  MFT,  or  MVT,  but  not 
DOS. 

• Long  term  license  fees  range  from  $25,500  to  $30,000  without 
maintenance  and  annual  licenses  from  $10,200  to  $12,000  including 
maintenance.  Maintenance  costs  10%  of  the  current  long  term 
license  fee  on  an  annual  basis.  In  addition,  source  code  costs  $5,000 
and  documentation  prices  vary.  When  released,  interactive  execu- 
tion will  be  priced  at  $12,500. 


APPLICATIONS:  Mentext  falls  under  the  category  of  general  business 
applications  packages.  It  provides  timesharing  text  editing  and  interactive 
services  to  a variety  of  industries.. 


INDUSTRY  MARKETS:  Mentext  users  are  primarily  service  bureaus,  and 

discrete  manufacturing  firms,  and  insurance  companies. 


GEOGRAPHIC  MARKETS:  Traditionally  centered  in  the  San  Francisco  Bay 

Area,  Mentel  has  recently  begun  to  expand  its  markets  throughout  the  U.S. 
Although  75%  of  revenues  are  still  derived  from  the  Pacific  Coast,  Mentel  is 
negotiating  for  further  instal  lations  throughout  the  U.S.  and  in  Singapore. 


COMPUTER  HARDWARE  AND  SOFTWARE:  Mentel  uses  Mentext  to  run 
RJE  to  a service  bureau  in  San  Francisco.  It  is  connected  via  one  4800  baud 
line.  Five  terminals  are  installed  in  Palo  Alto:  AJ  832,  AJ  630,  CDI  I 130, 
CDI  Miniterm,  and  IBM  6640. 
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MERIT  SYSTEMS,  INC. 

5800  Crooks  Road 
Suite  200 
Troy,  Ml  48098 
(313)  879-7600 


John  M.  Yeaton,  Chairman  and  CEO 
Private  Corporation 
Total  Employees:  300 
Total  Revenue,  Fiscal  Year  End 
12/31/88:  $16,000,000 


The  Company  Merit  Systems,  Inc.  (Merit),  founded  in  1976,  provides  a wide 

range  of  professional  services  as  well  as  application  software 
products  and  specialized  services  in  the  areas  of  computer- 
integrated  manufacturing  (CIM)  and  on-line  transaction 
processing  (OLTP).  Merit's  application  software  products  are 
designed  to  serve  the  high-volume,  high-performance  electronic 
data  interchange  (EDI)  and  message-handling  service 
requirements  of  large  corporations  (primarily  Fortune  500  clients). 
MessageWayR  is  Merit's  message  handling  service  and  XWAYR  is 
its  EDI  translation  software. 

• Merit's  services  and  products  are  focused  on  cross-industry 
markets  represented  by  Fortune  500  firms  (who  account  for 
approximately  75%  of  Merit's  total  1988  revenue)  and  specialty 
markets  such  as  CIM,  OLTP,  and  EDI. 

During  1988,  Merit  acquired  the  rights  to  manufacturing 
application  software  products  developed  by  Thomas-Laguban  and 
Associates  (TLA)  of  Brookfield  (WI).  The  terms  of  the 
acquisition  were  not  disclosed. 

• InterAct  is  a full  set  of  manufacturing  and  business  applications 
that  can  be  tailored  to  meet  specific  customer  requirements, 
and  is  currently  being  used  at  NeXT,  Inc. 

• Smart  Case  is  a development  system  and  program  generator 
that  is  used  to  develop  and  tailor  InterAct. 

• InterAct  and  Smart  Case  are  marketed  through  Merit's  wholly 
owned  subsidiary,  Merit  Manufacturing  Systems,  which  is 
headquartered  in  Brookfield. 

In  1988,  the  company  changed  its  fiscal  year  end  from  September 
30  to  December  31. 
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Merit's  1988  revenue  reached  approximately  $16  million,  a 7% 
increase  over  fiscal  1987  revenue  of  $15  million.  A five-year 
revenue  summary  follows: 


MERIT  SYSTEMS,  INC. 
FIVE-YEAR  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

12/88 

9/87 

9/86 

9/85 

9/84 

Revenue 

• Percent  increase 

$16.0 

$15.0 

$13.8 

$14.4 

$10.0 

(decrease)  from 
previous  year 

7% 

9% 

(4%) 

44% 

25% 

Merit's  management  attributes  the  company's  growth  to  providing 
services  and  products  in  specialty  markets,  such  as  CIM,  EDI,  and 
OLTP,  that  are  experiencing  growth  . 

The  company  estimates  total  revenue  for  1989  will  reach  $17.3 
million,  an  8%  increase  over  1988  revenue  of  $16  million. 

• The  company  is  currently  finalizing  prospective  orders  for  its 
MessageWay  and  XWAY  products  and  will  be  releasing  a 
number  of  significant  announcements  during  their  second 
quarter  of  1989. 

Merit  currently  has  one  wholly-owned  subsidiary,  Merit 
Manufacturing  Systems.  This  unit  was  not  formed  until  late  in 
1988  and  did  not  contribute  significantly  to  Merit's  1988  revenues. 

As  of  December  31,  1988,  Merit  had  approximately  300 
employees,  segmented  as  follows: 


Marketing  and  sales 

50 

Customer  support 

75 

Research  and  development 

80 

Computer  operations 

65 

General  and  administrative 

30 

300 

9 


• The  company  currently  has  300  employees. 

9 
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Merit's  major  professional  services  competitors  include 
Compuware,  Computer  Dynamics,  Computer  Task  Group, 
Multiple  Technologies  Corporation,  Computer  Horizons,  Cap 
Gemini  America,  and  AGS  Computers. 


Key  Products  and  Approximately  90%  of  Merit's  1988  revenue  was  derived  from 
Services  professional  services,  5%  from  application  software  products,  and 

5%  from  systems  integration.  A three-year  summary  of  source  of 
revenue  follows: 


MERIT  SYSTEMS,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

12/88 

9/87 

9/86 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

ITEM 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

Professional  services 
• Software  development 

$12.0 

75% 

$10.8 

72% 

$10.0 

70% 

• Consulting 

• Education  and 

1.6 

10% 

1.5 

10% 

1.3 

10% 

training 

0.8 

5% 

1.5 

10% 

1.8 

13% 

Software  products 

0.8 

5% 

0.6 

4% 

0.4 

4% 

Systems  integration 
• Government 

0.2 

1% 

0.2 

1% 

• Commercial 

0.6 

4% 

0.4 

3% 

0.3 

3% 

TOTAL 

$16.0 

100% 

$15.0 

100% 

$13.8 

100% 

Merit's  professional  services  include  the  following: 

• Project  Management  Services:  Under  this  type  of  agreement, 
Merit  becomes  directly  responsible  for  defining  the  scope  of  a 
client's  project,  and  for  managing  resources  and  progress.  Merit 
is  directly  involved  in  planning,  establishing  milestones,  defining 
deliverable  products,  and  the  day-to-day  management  of 
resources  against  the  plan.  These  services  are  provided  on  a 
fixed-fee  basis  when  the  project  is  definable,  or  on  a time  and 
materials  basis. 
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• Supplemental  Staffing:  Services  are  provided  across  all  primary 
business  application  areas  and  are  typically  provided  to 
augment  a customer's  own  data  processing  staff.  Types  of 
resources  include  programmer,  programmer  analyst,  systems 
analyst,  and  project  leader.  These  resources  work  under  the 
direction  of  client  management.  Fees  are  determined  on  a time 
and  material  basis. 

• Management  Consulting  (related  to  data  processing):  Services 
include  long-range  planning  related  to  company  growth 
projections  and  information  systems  to  support  it,  feasibility 
studies  regarding  hardware  and  software  selection,  full  systems 
integration,  data  processing  review,  computer  equipment 
evaluation,  project  auditing,  and  software  package  evaluation 
and  implementation. 

• Production  Support  Teams:  This  is  a specialized  service 
designed  to  assist  a client  undergoing  a major  technology 
conversion  or  major  new  development  activity.  Merit  provides 
a "team"  to  support  current  production  systems  working  directly 
with  user  management  and  data  processing  management.  This 
service  is  provided  until  the  new  development  activity  or  the 
conversion  activity  is  complete.  The  primary  objective  of  this 
service  is  to  free  up  the  client's  key  internal  resources  for  the 
new  development  or  conversion  activity  while  maintaining  the 
required  service  level  for  production  systems. 

• Computer  Integrated  Manufacturing  (CIM):  The  services 
provided  include  project  management  and  control,  feasibility 
studies,  software  solutions,  systems  integration,  computer 
equipment  evaluation,  system  evaluation,  and  system 
implementation.  These  services  are  aimed  at  software  and 
communications  needs  at  the  factory-floor  level  to  integrate 
"islands  of  automation"  and  provide  a full  manufacturing  system 
capability. 

• Technical  Specialization  in  Airline  Control 
Program/Transportation  Processing  Facility  (ACP/TPF):  The 
services  provided  include  project  management,  supplemental 
staffing,  and  production  support  teams.  This  is  an  area  of 
technical  specialization  aimed  at  specific  clients  utilizing 
ACP/TPF  for  high-volume,  on-line  transaction  processing. 
Typically,  these  industries  include  airlines,  rental  agencies,  and 
large  financial  institutions. 
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Merit  has  an  experienced  technical  staff  to  support  the  following 
computers: 

• Mainframe:  IBM,  IBM  compatible,  Burroughs,  Unisys,  and 
Tandem 

• Mini/Super-Mini:  IBM,  Tandem,  HP-3000,  DEC,  Data 
General,  Honeywell,  and  Unisys 

• Microcomputers:  All  IBM/PC/XT/AT,  PS/2,  and  compatibles 
and  most  other  major  microcomputers 

• Process  Control  Computers:  Allen  Bradley,  Gould,  Hewlett- 
Packard,  GMF,  CIM  FLEX,  and  most  other  major 
manufacturers'  systems 

Merit  management  is  positioning  the  company  as  a full-service 
EDI  and  message-handling  service  source.  Management  feels  that 
Merit  is  differentiated  from  competitors  by  its  large  number  of 
technical  professionals  available  for  support  and  custom  services. 

Merit  offers  the  following  application  software  products  for  EDI 
and  message-handling  service  processing: 

• MessageWay™,  introduced  in  the  fourth  quarter  of  1988,  was 
originally  developed  in  cooperation  with  Tandem  Computers 
and  the  Chrysler  Corporation.  It  is  a guaranteed  electronic 
message  storage  and  delivery  system  and  a network 
management  system  for  EDI  and  message  processing. 

- Features  include  line-state  recording  and  auto-restart 
transaction  capabilities;  automatic  message  priority 
determination;  user-defined  delivery  window  and  delivery 
threshold  specification;  table-driven  approach  to  network 
definition;  menu-driven  interface  approach  to  network 
management;  trading  partner  continuous  access  to 
installation;  and  an  open  interface  to  communicate  with  a 
variety  of  protocols,  connection  types,  and  delivery 
mechanisms. 

- MessageWay  runs  on  the  Tandem  family  of  NonStop™ 
computers.  Entry-level  product  configuration  requires  the 
CLX™;  all  other  configurations  require  a VLX™. 

- The  product  ranges  in  price  from  $100,000  to  $200,000. 


April  1989 


Copyright  1989  by  INPUT.  Reproduction  Prohibited. 


Page  5 of  8 


MERIT  SYSTEMS,  INC. 


INPUT 


- MessageWay  is  currently  installed  at  the  Chrysler 
Corporation,  where  it  resides  on  a multiprocessor  Tandem 
VLX  that  interfaces  between  several  IBM  3090  mainframes 
and  over  1,200  suppliers  and  trading  partners  located  around 
the  world.  In  addition  to  the  Chrysler  installation,  an  earlier 
version  of  MessageWay  is  installed  at  the  Roadway  Trucking 
Company  where  it  has  been  operational  for  about  two  years. 

• XWAY™,  introduced  in  the  fourth  quarter  of  1988,  is  designed 
to  operate  as  a MessageWay  option  for  EDI  translations  or  as  a 
standalone  system. 

- Features  include  translation  of  in-house  files  into  EDI  public 
standards  such  as  ANSI  X12,  TDCC,  EDIFACT,  WINS, 
VICS,  UCS,  and  all  other  X12  derivatives;  common 
application  interface  format  for  each  public  standard 
transaction  set;  and  dictionary-driven  trading  partner 
transaction-set  formatting  for  user-defined  on-line 
formatting  and  definition. 

- Pricing  of  XWAY  as  an  option  to  MessageWay  is  $35,000 
installed,  including  one  week  of  training  and  conversion 
support.  As  a standalone  version,  the  pricing  is  $45,000.  The 
product  works  with  the  entire  line  of  Tandem  NonStop 
computers. 

- XWAY  is  based  on  Release  Management  Systems'  (RMS) 
microcomputer-based  EDI  software  that  has  been  installed 
in  over  400  corporations.  Merit  is  also  distributing  the  RMS 
software. 


Industry  Markets  A three-year  summary  of  source  of  revenue  by  industry  sector 

follows: 
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THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 


FISCAL  YEAR 

INDUSTRY 

12/88 

9/87 

9/86 

Discrete  manufacturing 

28% 

27% 

27% 

Banking  and  finance 

22% 

24% 

22% 

Medical 

12% 

11% 

10% 

Distribution 

9% 

7% 

7% 

Manufacturing  (CIM) 

5% 

5% 

4% 

Insurance 

5% 

4% 

3% 

Transportation 

3% 

3% 

4% 

Other  (a) 

16% 

19% 

23% 

TOTAL 

100% 

100% 

100% 

(a)  Includes  revenue  from  services  (CPAs,  lawyers,  etc.),  state  and  local 
government,  education,  utilities,  and  energy-related  construction. 


Merit's  application  software  products  are  currently  marketed 
through  the  Tandem  Computers  sales  organization.  However,  the 
company  is  interviewing  distributors  and  other  companies  capable 
of  supporting  its  products  in  off-shore  markets. 


Geographic  One  hundred  percent  of  Merit's  1988  revenue  was  derived  from 

Markets  the  U.S. 

Merit's  company  philosophy  is  to  support  local  clients  with  local 
resources  and  staff.  The  company  currently  has  eight  offices  in  six 
cities  as  follows:  Troy,  Livonia,  and  Grand  Rapids  (MI),  Houston 
and  Dallas  (TX),  and  Morristown  (NJ). 

Merit's  subsidiary,  Merit  Manufacturing  Systems,  is  located  in  the 
Milwaukee  suburb  of  Brookline  (WI). 
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Computer 

Hardware 


Merit  has  the  following  computers  installed: 


9 


• One  Tandem  CLX  640  Multiprocessor 

• One  Tandem  VLX  Multiprocessor 

• One  HP  3000  Series  40  MPE  V,  OS 

• Many  IBM  PC/XT  and  AT's  and  compatibles,  DOS  3.1 

• Various  process  controllers  manufactured  by  Allen  Bradley, 
Masscomp,  and  IBM 

Merit  also  has  on-line  access  to  an  IBM  3084  operating  under  VM 
and  MVS. 


a 


o 
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MERIT  SYSTEMS,  INC 

5800  Crooks  Road 
Suite  200 
Troy,  Ml  48098 
(313)  879-7600 


John  M.  Yeaton,  Chairman  and 
President 

Private  Corporation 
Total  Employes:  300 
Total  Revenue,  Fiscal  Year  End 
9/30/85:  $14,400,000 


THE  COMPANY 

• Merit  Systems,  Inc.,  founded  in  1976,  provides  a range  of  professional  services 
to  clients  across  industries  and  specialized  services  in  the  area  of  computer 
integrated  manufacturing. 

• Merit  Systems'  fiscal  1985  revenue  reached  $14.4  million,  a 44%  increase  over 
fiscal  1984  revenue  of  $10  million.  A three-year  revenue  summary  follows: 


MERIT  SYSTEMS,  INC. 
THREE-YEAR  REVENUE  SUMMARY 
($  thousands) 


— - — -___FISCAL  YEAR 

9/85 

ITEM  ~~~  — ______ 

9/84 

9/83 

Revenue 

$14.4 

$10.0 

$6.0 

. Percent  increase 

from  previous  year 

44% 

67% 

25% 

Merit  Systems  management  estimates  fiscal  1986  revenue  will  reach 
$16-17  million. 


• Merit  Systems'  competitors  include  Compuware,  Computer  Dynamics, 
Computer  Task  Group,  Multiple  Technologies  Corporation,  Computer 
Horizons,  Cap  Gemini  America,  and  AGS  Computers. 

KEY  PRODUCTS  AND  SERVICES 

• One  hundred  percent  of  Merit  Systems'  fiscal  1985  revenue  was  derived  from 
professional  services. 

Approximately  80%  of  revenue  is  derived  from  software  development 
and  20%  from  systems  consulting  services. 

Approximately  40%  of  revenue  is  derived  from  services  performed  on  a 
project  basis  and  60%  from  services  provided  on  a time  and  materials 
basis. 
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Merit  Systems  currently  has  approximately  70  clients. 

• Merit  Systems'  professional  services  include  the  following: 

Project  Management  Services:  Under  this  type  of  agreement,  Merit 

Systems  becomes  directly  responsible  for  defining  the  scope  of  a 
client's  project,  and  for  managing  resources  and  progress.  Merit 
Systems  is  directly  involved  in  planning,  establishing  milestones, 
defining  deliverable  products,  and  the  day-to-day  management  of 
resources  against  the  plan.  These  services  are  provided  on  a fixed-fee 
basis  when  the  project  is  definable,  or  on  a time  and  materials  basis. 

Supplemental  Staffing:  Services  are  provided  across  all  primary 

business  application  areas  and  are  typically  provided  to  augment  a 
customer's  own  data  processing  staff.  Types  of  resources  include 
programmer,  programmer  analyst,  systems  analyst,  and  project 
leader.  These  resources  work  under  the  direction  of  client  manage- 
ment. Fees  are  determined  on  a time  and  material  basis. 

Management  Consulting  (related  to  data  processing):  Services  include 
long  range  planning  related  to  company  growth  projections  and 
information  systems  to  support  it,  feasibility  studies  regarding  hard- 
ware and  software  selection,  full  systems  integration,  data  processing 
review,  computer  equipment  evaluation,  project  auditing,  and  software 
package  evaluation  and  implementation. 

Production  Support  Teams:  This  is  a specialized  service  designed  to 

assist  a client  undergoing  a major  technology  conversion  or  major  new 
development  activity.  Merit  Systems  provides  a "team"  to  support 
current  production  systems  working  directly  with  user  management  and 
data  processing  management.  This  service  is  provided  until  the  new 
development  activity  or  the  conversion  activity  is  complete.  The 
primary  objective  of  this  service  is  to  free  up  the  client's  internal  key 
resources  for  the  new  development  or  conversion  activity  while 
maintaining  the  required  service  level  for  production  systems. 

Computer  Integrated  Manufacturing  (CIM):  The  services  provided 

include  project  management  and  control,  feasibility  studies,  software 
solutions,  systems  integration,  computer  equipment  evaluation,  system 
evaluation,  and  system  implementation.  These  services  are  aimed  at 
software  and  communications  needs  at  the  factory  floor  level  to 
integrate  "islands  of  automation"  and  provide  a full  manufacturing 
system  capability. 

Technical  Specialization  in  ACP/TPF:  The  services  provided  include 

project  management,  supplemental  staffing,  and  production  support 
teams.  This  is  an  area  of  technical  specialization  aimed  at  specific 
clients  utilizing  ACP/TPF  for  high-volume,  on-line  transaction  proces- 
sing. Typically,  these  industries  include  airlines,  rental  agencies,  and 
large  financial  institutions. 
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• Merit  Systems  has  experienced  technical  staff  to  support  the  following 
computers: 

Mainframe:  IBM,  IBM  compatible,  Honeywell,  Burroughs,  Univac,  and 

Tandem. 

Mini/Super-Mini:  IBM,  Tandem,  HP-3000,  DEC,  Data  General, 

Honeywell,  and  Burroughs. 

Microcomputers:  All  IBM  PC/XT/AT  and  compatibles  and  most  other 

major  microcomputer  manufacturers. 

Process  Control  Computers:  Allen  Bradley,  Gould,  Hewlett-Packard, 

GMF,  CIM  FLEX,  and  most  other  major  manufacturers. 

INDUSTRY  MARKETS 

• Merit  Systems  derives  revenue  from  a variety  of  industries.  Primary  markets 
served  include  banking  and  finance,  manufacturing,  insurance,  retail,  health 
care,  utilities,  gas  and  oil,  and  automotive. 

GEOGRAPHIC  MARKETS 

• One  hundred  percent  of  Merit  Systems'  fiscal  1985  revenue  was  derived  from 
the  U.S. 

• Merit  Systems'  company  philosophy  is  to  support  local  clients  with  local 

resources  and  staff.  The  company  currently  has  nine  offices  in  seven  cities  as 
follows:  Troy,  Flint,  Lavonia,  and  Grand  Rapids  (Ml),  Houston  and  Dallas 

(TX),  and  Morristown  (NJ). 

COMPUTER  HARDWARE 

• Merit  Systems  has  the  following  computers  installed: 

I HP-3000. 

Various  IBM  PC/XT  and  ATs  and  compatibles. 

Various  process  control  computers  manufactured  by  Allen  Bradley, 

MassComp,  and  IBM. 

• Merit  Systems  also  has  on-line  access  to  an  IBM  3084  operating  under  VM  and 
MVS. 
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A Publication  from  INPUT’S  Vendor  Analysis  Program  - U.S. 


December  1995 


Meta-Software,  Inc. 


Chairman,  President 
& CEO:  Shawn  M.  Hailey 

1300  White  Oaks  Road 
Campbell,  CA  95008 
Phone:  (408)  369-5400 

Fax:  (408)371-5638 


Status:  Public 

Employees:  105  (9/95) 

Revenue,  FYE  12/31/94:  $19,652,000 

Revenue,  9 mo.  ending  9/30/95:  $17,682,000 


Company  Description 

Meta-Software,  Inc.  (Meta),  founded  in  1980, 
markets  and  supports  simulation  and  library 
generation  software  products  for  use  in 
integrated  circuit  (IC)  design. 

• The  company’s  products  include  HSPICE,  an 
industry  leading  circuit  simulator  in  use  in 
more  than  1,500  customer  sites  worldwide, 
and  MASTER  Toolbox,  an  automated  cell 
characterization  and  library  generation 
program  introduced  in  late  1994. 

• Meta’s  products  assist  IC  designers  in 
ascertaining  whether  semiconductor  devices 


based  on  their  designs  will  meet  functional 
and  performance  specifications  when 
fabricated  in  silicon. 

• The  company  believes  that  its  products  can 
be  used  to  reduce  time  to  market,  enhance 
IC  performance,  lower  design  costs  and 
validate  designs  across  multiple  foundries. 

In  November  1995,  Meta  made  an  initial 
public  offering  of  two  million  shares  of  its 
common  stock.  Net  proceeds  to  the  company 
of  approximately  $19.6  million  will  be  used  for 
working  capital  and  other  general  corporate 
purposes. 

• Prior  to  this  public  offering,  Meta  operated 
under  S Corporation  status,  with  the 
company’s  earnings  being  taxed  directly  to 
the  shareholders  rather  than  the  company. 
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• Meta  intends  to  use  approximately  $9.7 
million  of  the  net  proceeds  from  the  public 
offering  for  a final  S Corporation 
distribution  of  previously  undistributed  tax 
basis  earnings  of  the  company. 

• Effective  November  1,  1995,  Meta 
terminated  its  status  as  an  S Corporation. 
Subsequent  to  this  date,  Meta  will  be 
directly  subject  to  federal  and  state  income 
taxes  in  addition  to  certain  foreign  taxes. 

Organization  and  Structure 

Meta  is  headquartered  in  Campbell  (CA)  and 
has  additional  offices  in  Phoenix  (AZ),  Dallas 
(TX)  and  Wellesley  (MA).  International  offices 
are  in  Switzerland  and  Germany. 

Meta’s  key  executives  are  listed  below: 


Key  Executives 


Name 

Title 

Shawn  M.  Hailey 

Chairman,  President,  CEO 

Kim  L.  Hailey 

EVP,  VP  Advanced 
Technology,  Secretary 

William  C.  Smith 

VP  Finance  and  CFO 

Alan  L.  Lipinski 

VP  Sales 

Vic  R.  Kulkarni 

VP  Marketing 

Robert  W.  McGuffin 

VP  Product  Groups 

John  H.  Wright 

VP  Operations 

Linda  S.  Gunther 

VP  Human  Resources 

Source:  Meta-Software,  Inc. 


Company  Strategy 

Meta’s  objective  is  to  become  the  premier 
supplier  of  simulation  and  library  generation 
products  for  IC  design.  The  key  elements  of 


Meta’s  strategy  for  achieving  this  objective  are 
as  follows: 

• Maintain  technological  leadership 

• Expand  its  product  lines  through 
development  and/or  acquisition 

• Leverage  its  large  customer  base 

• Integrate  its  products  with  other  EDA  tools 

• Market  to  leading  semiconductor 
manufacturers 

Financials 

Meta’s  1994  revenue  reached  $19.6  million,  up 
43%  over  $13.8  million  for  1993.  For  the  first 
nine  months  of  1995,  revenue  increased  31% 
to  $17.7  million  from  the  same  period  a year 
ago. 

• Net  income  for  1994  was  $2.8  million,  up 
33%  over  the  previous  year.  Results  for 
1994  include  a $1.6  million  expense 
associated  with  purchased  in-process 
technology  associated  with  MASTER 
Toolbox. 

• Net  income  for  the  nine  months  ending 
September  30,  1995  reached  $3.5  million,  up 
192%  over  the  same  period  a year  ago. 

• The  increases  in  revenue  from  1993  to  1994 
and  for  the  first  nine  months  of  1995  were 
due  to  the  growth  in  both  product  license 
revenue  and  maintenance  and  service 
revenue. 

• A financial  summary  follows: 
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Meta-Software,  Inc. 
Financial  Summary 
($  Millions,  except  per  share  data  ) 


Nine  Months  Ending 

Fiscal  Year  Ending 

Item 

9/30/95 

9/30/94 

12/31/94 

12/31/93 

Revenue 

$17.7 

$13.4 

$19.6 

$13.8 

• Percent  change  from 
previous  year 

31% 

N/A 

43% 

N/A 

Income  before  taxes 

$3.5 

$1.2 

$3.2 

$2.2 

• Percent  change  from 
previous  year 

192% 

N/A 

45% 

N/A 

Net  income 

$3.3 

$0.9 

$2.8 

$2.1 

• Percent  change  from 
previous  year 

267% 

N/A 

33% 

N/A 

During  the  first  nine  months  of  1995,  all  of 
1994  and  1993,  Meta’s  research  and 
development  expenses  were  $4.4  million,  $4.0 
million  and  $3.2  million,  respectively. 

• Meta  is  developing  versions  of  its  products 
for  use  on  additional  platforms,  including 
personal  computers  running  Microsoft 
Windows. 

• The  company  is  also  developing  MetaCircuit, 
a high-speed  circuit  simulator.  Meta 
licensed  the  core  proprietary  algorithms  for 
MetaCircuit  from  AT&T  in  October  1995 
and  is  combining  these  algorithms  with  its 
own  simulation  technology  to  product  a 
circuit  simulator  for  functional  validation  of 
block  and  IC  assembly  as  well  as  full  timing 
and  power  verification  of  IC  designs. 


Revenue  Analysis  by  Product  / Service 

In  each  of  1993,  1994  and  the  first  nine 
months  of  1995,  HSPICE-related  revenue 
comprised  more  than  75%  of  Meta’s  total 
revenue. 

For  the  nine  months  ending  September  30, 
1995,  Meta  derived  approximately  68%  of 
revenue  from  software  product  licenses  and 
the  remaining  32%  from  maintenance  and 
other  services. 

For  the  year  ending  December  31,  1994,  Meta 
derived  approximately  70%  of  revenue  from 
software  product  licenses  and  the  remaining 
30%  from  maintenance  and  other  services. 

A source  of  revenue  summary  is  estimated  by 
INPUT  as  follows: 
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Meta-Software,  Inc. 
Source  of  Revenue  Summary 
($  Millions) 


Nine  Months  Ending 

Fiscal  Year  Ending 

9/30/95 

12/31/94 

12/31/93 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Product  licenses 

$12.1 

68% 

$13.8 

70% 

$10.5 

76% 

Maintenance 

4.6 

26% 

4.7 

24% 

2.9 

21% 

Other  services  (a) 

1.0 

6% 

1.1 

6% 

0.4 

3% 

Total 

$17.7 

100% 

$19.6 

100% 

$13.8 

100% 

(a)  Includes  Meta-Labs,  training  and  consulting  services. 


The  increase  in  product  license  revenue  from 
1993  to  1994  was  primarily  related  to  growth 
in  the  number  of  HSPICE  licenses  sold.  The 
increase  in  product  license  revenue  for  the 
first  nine  months  of  1995  is  attributed  to 
increased  HSPICE  license  revenue  and,  to  a 
lesser  extent,  increased  sales  of  MASTER 
Toolbox  licenses. 

The  growth  in  maintenance  and  service 
revenue  reflects  the  continued  growth  of  the 
installed  base  of  customers  who  have 
purchased  Meta’s  software  products,  as  well 
as  growth  in  other  service  revenue. 

Market  Financials 

Meta’s  customers  include  companies  in  the 
high  speed  IC  design  market,  computer 
systems  and  other  system  level  customers  and 
educational  institutions. 

Geographic  Markets 

For  the  nine  months  ending  September  1995, 
approximately  59%  of  revenue  was  derived 
from  the  U.S.  and  41%  from  international 
sources,  principally  customers  in  Asia. 

U.S.  revenue  was  approximately  60%  of  total 
revenue  in  calendar  1994  and  63%  of  total 
revenue  in  calendar  1993. 


Acquisitions 

In  April  1994,  Meta  purchased  and  expensed 
in-process  library  generation  and  automated 
cell  characterization  technology  now  embodied 
in  its  MASTER  Toolbox  product. 

Employees 

As  of  September  30,  1995,  Meta  had  105 
employees,  segmented  as  follows 


Marketing  and  sales 32 

Services 20 

Research  and  development 36 

General  and  administrative 17 


105 

Key  Products  and  Services 

Meta  provides  products  for  the  IC  design 
process  as  well  as  the  generation  of  libraries 
required  for  such  processes. 

• The  products  are  designed  with  an 
architecture  that  allows  customers  to 
integrate  Meta’s  software  with  other  EDA 
environments,  such  as  those  provided  by 
Cadence  Design  Systems,  Mentor  Graphics, 
Synopsys  and  Viewlogic  Systems. 
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• Meta’s  products  operate  on  UNIX-based 
workstations,  as  well  as  DOS  and  Windows 
NT-based  IBM-compatible  personal 
computers.  The  products  operate  on 
standard  networking  environments  such  as 
NFS,  TCP/IP  and  Ethernet. 

IC  Design  Tools 

HSPICE  is  a circuit  simulator  that  validates 
critical  paths,  performs  noise  margin  analysis 
and  optimizes  the  tradeoffs  between  IC  speed 
and  power  prior  to  commencement  of 
fabrication.  HSPICE  was  introduced  in  1980 
and  is  now  in  use  at  more  than  1,500 
customer  sites.  The  list  price  for  HSPICE 
ranges  from  $20,000  to  $40,000  per  license, 
depending  on  configuration  and  territory. 

MetaWaves,  introduced  in  mid-1995,  is  a 
waveform  analyzer  that  allows  IC  designers  to 
analyze  the  numerical  results  of  an  HSPICE 
circuit  simulation  in  a graphical  environment. 

MetaLink,  introduced  in  early  1995,  is  an 
interface  developed  by  Meta  to  link  its 
HSPICE  circuit  simulator  with  the  design 
environments  supplied  by  Cadence  Design 
Systems  and  Mentor  Graphics. 

Library  Generation  Solutions 

Meta’s  library  generation  solutions  can  be 
used  to  generate  logic  and  synthesis  libraries, 
circuit  and  cell  libraries  and  process  libraries. 

Logic  and  synthesis  libraries  include  the 
following: 

• MASTER  Toolbox,  introduced  in  late  1994, 
is  an  automated  cell  characterization  and 
library  generation  tool  that  generates  logic 
and  synthesis  libraries  from  circuit  libraries. 
It  is  an  enterprise-level  solution  that 
includes  a range  of  simulators  and 
modellers.  The  list  price  for  MASTER 
Toolbox  ranges  from  $150,000  to  $300,00 


per  license,  depending  on  configuration  and 
territory. 

• Personal  Toolbox,  currently  under 
development,  is  a lower  priced,  limited  form 
of  MASTER  Toolbox  directed  at  the 
individual  designer. 

• Meta  I/O,  introduced  in  mid-1995,  manages 
libraries  of  simulation  models  based  on 
Intel’s  Input/Output  Buffer  Information 
Standard. 

Circuit  and  cell  libraries — IC  designers  use 
HSPICE  to  design  the  circuit  library  from 
which  the  physical  cell  library  is  derived. 

Process  libraries  include  the  following: 

• Meta-Labs  is  a service  offered  by  Meta  to 
assist  customers  in  generating  process 
libraries.  Meta  designs  a test  chip  using  the 
customer’s  design  rules.  The  customer  then 
fabricates  wafers  from  the  test  chip  design 
and  provides  the  wafers  to  Meta  for  analysis 
and  generation  of  process  libraries. 

• Meta  Testchip — Meta  licenses  test-chip 
mask  rights  to  customers  who  wish  to 
generate  process  libraries  internally. 

• ATEM/Device  Model  Builder  is  a modeling 
and  characterization  tool  to  help  engineers 
develop  complex  device  model  libraries  and 
parameters  for  submicron  process 
technologies. 

Customer  Service  and  Support 

Meta’s  range  of  customer  support  services 
include  hotline  support,  on-site  support  and 
training. 

Customers  with  maintenance  agreements 
receive  all  product  enhancement  releases  and 
hotline  support  without  additional  charge. 


Meta-Software,  Inc. 
December  1995 


©INPUT  1995.  Reproduction  prohibited. 


Page  5 of  7 


INPUT  Vendor  Profile 


On-site  support  and  training  are  priced 
separately. 

Product  support  is  provide  pursuant  to 
renewable  annual  maintenance  contracts. 

Clients 

A listing  of  customers  that  generated  license 
revenue  and  maintenance  billings  in  excess  of 
$50,000  for  Meta  in  1994  or  the  first  nine 
months  of  1995  included  the  following: 

AMD,  Alcatel,  American  Microsystems,  Bell 
Northern  Research,  Cirrus  Logic,  Cray 
Research,  Cypress  Semiconductor,  Daewoo, 
Dallas  Semiconductor,  Fujitsu,  Hitachi, 
Hughes  Semiconductor,  Hyundai,  IBM,  Intel, 
LSI  Logic,  Lattice  Semiconductor,  Level  One 
Communications,  Medtronic,  Mentor 
Graphics,  Motorola,  National  Semiconductor, 
Quantum,  Raytheon,  Rockwell,  Rohm, 
Samsung,  Sharp,  Silicon  Graphics,  SGS- 
Thomson  Microelectronics,  Sun  Microsystems, 
Tandem  Computer,  Texas  Instruments, 
Toshiba,  VLSI  Technology  and  Western 
Digital. 

Marketing  and  Sales 

Meta  markets  its  products  and  services 
worldwide. 

In  North  America  and  Europe,  Meta  markets 
products  and  services  primarily  through  its 
direct  sales  force.  Meta  operates  from  its 
headquarters  in  California  and  sales  offices  in 
Arizona,  Texas  and  Massachusetts  and  two 
European  offices  in  Switzerland  and  Germany. 
In  Europe,  the  company  also  markets  through 
country-specific  distributors. 

In  Asia,  Meta  markets  its  products  and 
services  primarily  through  a limited  number 
of  distributors  and  sales  representatives. 

• In  Japan,  Meta  has  established  a 
distribution  relationship  with  NTT 


Advanced  Technology  Corp.  (NTT-AT),  a 
subsidiary  of  Nippon  Telephone  and 
Telegraph. 

- NTT-AT  has  more  than  15  people 
dedicated  to  the  sales  and  support  of 
Meta’s  products  in  Japan. 

- NTT-AT  accounted  for  14%,  15%  and  14% 
of  Meta’s  total  revenue  in  the  first  nine 
months  of  1995,  all  of  1994  and  1993, 
respectively. 

- Meta’s  distribution  agreement  with  NTT- 
AT  renews  automatically  for  one-year 
terms,  unless  terminated  by  at  least  three 
months  written  notice  prior  to  its  renewal 
date  of  April  30. 

• Meta  is  planning  to  open  a direct  sales  office 
in  Tokyo. 

• In  Korea,  Taiwan  and  Singapore,  Meta’s 
sales  are  supported  by  local  sales 
representatives. 

Competition 

In  general,  Meta’s  competition  comes  from 
electronic  design  automation  (EDA)  vendors 
and  internal  design  groups  of  major 
semiconductor  manufacturers.  Major 
competitors  include  Cadence  Design  Systems, 
Mentor  Graphics,  Viewlogic  Systems  and 
MicroSim  Corporation. 

Assessment 

Meta’s  strengths  include: 

• Large  established  base  of  HSPICE 
customers 

• Focus  on  high  technology 
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Challenges  over  the  coming  year  include: 


• Managing  the  company’s  rapid  growth 

• Staying  competitive  with  larger  companies 
such  as  Mentor  Graphics  and  Cadence 
Design  Systems 

• Generate  strong  bookings  to  cover  historical 
seasonality  of  the  company’s  sales  and 
earnings 


C 


C 
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METAPHOR  COMPUTER 
SYSTEMS,  INC. 

1965  Charleston  Road 
Mountain  View,  CA  94043 
(415)  961-3600 


David  E.  Liddle,  Chairman 
Donald  J.  Massero,  President 
Private  Corporation 
Total  Employees:  300(12/87) 
Total  Revenue,  Fiscal  Year  End 
12/31/87:  $38,500,000 


The  Company  Metaphor  Computer  Systems,  Inc.,  founded  in  October  1982  by 

David  Liddle  and  Donald  Massero,  markets  and  supports  the 
integrated  Metaphor  Data  Interpretation  System  (DIS)  for 
information  retrieval  and  analysis.  The  Metaphor  DIS,  which  was 
released  in  September  1984,  combines  hardware  and  icon-based 
software  together  with  relational  data  base  technology  to  allow 
business  professionals  to  access  multiple  data  bases  and  construct 
their  own  applications. 

Metaphor's  1987  revenue  reached  $38.5  million,  a 115%  increase 
over  1986  revenue  of  $17.9  million.  A three-year  revenue 
summary  follows: 

METAPHOR  COMPUTER  SYSTEMS,  INC. 

THREE-YEAR  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

1987 

1986 

1985 

Revenue 

• Percent  increase 

$38.5 

$17.9 

$6.2 

from  previous  year 

115% 

188% 

548% 

Metaphor  management  attributes  the  company's  growth  to  high 
product  demand  and  an  industry-focused  sales  and  support 
organization. 

Metaphor  management  states  that  the  company  has  been 
profitable  since  the  fourth  quarter  of  1986. 


September  1988 
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• In  April  1988  IBM  purchased  a $10  million  equity  interest  in 
Metaphor,  which  represents  slightly  less  than  10%  ownership  in 
the  company. 

- Under  the  terms  of  the  agreement,  Metaphor  and  IBM  will 
share  selected  office  systems  technology  to  jointly  develop 
software,  bringing  Metaphor's  data  interpretation  system  to 
users  of  the  IBM  Personal  System/2  and  relational  data 
bases  on  the  IBM  Information  System  and  MVS  processors. 
The  development  work  will  follow  the  guidelines  established 
by  IBM's  Systems  Application  Architecture. 

• In  May  1988  Nielsen  Marketing  Research,  U.S.A.  announced 
an  equity  investment  in  Metaphor.  In  February  1988  Nielsen 
and  Metaphor  announced  a strategic  alliance  to  custom  design, 
develop,  and  market  a proprietary  marketing  information 
delivery  system  and  applications. 

• In  September  1986  Proctor  & Gamble  invested  $10  million  in 
Metaphor.  The  two  companies  agreed  to  work  together  to 
further  develop  applications  for  users  of  the  Metaphor  DIS 
system.  Proctor  & Gamble  has  been  a Metaphor  client  since 
1985. 

As  of  December  1987  Metaphor  had  approximately  300 
employees.  The  company  currently  has  approximately  440 
employees,  segmented  as  follows: 


Marketing/sales  102 

Customer  support  123 

Research  and  development  90 

Field  service  47 

Manufacturing  42 

General  and  administrative  29 

International  7 


440 


and  One  hundred  percent  of  Metaphor’s  1987  revenue  was  derived 
from  its  integrated  data  interpretation  system  and  associated 
maintenance  services. 

The  Metaphor  DIS  combines  an  iconic  interface  with  relational 
data  base  technology,  allowing  users  to  access  multiple, 
independent  data  bases;  analyze  and  interpret  the  data;  construct 
their  own  applications;  and  present  recommendations  and 
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communicate  findings.  The  system  is  designed  to  meet  the 
information  needs  of  business  professionals  with  an  easily 
understood  structure  that  closely  parallels  the  way  decisions  are 
made. 

• Metaphor  currently  has  over  135  installations  in  more  than  85 
Fortune  500  companies  and  government  agencies.  Users  of  the 
system  reside  in  various  departments,  including  brand  or  name 
product  management,  market  research,  sales  management, 
product  development,  and  financial  analysis. 

• Representative  applications  for  Metaphor  users  in  these 
departments  include  brand/product  profitability,  sales  analysis 
and  forecasting,  cash  flow  analysis,  and  credit  risk  management. 

• A breakdown  of  customer  use  by  application  area  follows: 


Marketing 

47% 

Financial 

19% 

Sales  analysis  and  forecasting 

12% 

Other 

22% 

100% 

The  Metaphor  DIS  consists  of  Metaphor  workstations,  SQL- 
compatible  data  base  servers,  file  servers,  host  communications 
servers,  and  laser  printers.  The  system  components  are  connected 
via  local-area  networks  (LANs). 

• The  hardware  supports  Metaphor's  interactive  software  tools 
for  information  retrieval,  spreadsheet,  analysis,  graphics,  and 
text  processing,  as  well  as  system,  data  base,  and  host  extract 
utility  software. 

• Metaphor  DIS  pricing  averages  $300,000,  which  includes  12  to 
15  workstations  with  32-bit  Motorola  68000  microprocessor  and 
1 Mbyte  of  RAM,  a file  server  with  up  to  512  Mbytes  of  disk 
storage,  a data  base  server  with  up  to  5 gigabytes  of  storage,  an 
Ethernet  LAN,  an  average  of  one  laser  printer  for  every  ten 
users,  system  installation,  and  end-user  training. 

In  August  1988  Metaphor  announced  the  availability  of 
Workstation  2XP,  a workstation  product  that  will  give  IBM 
PC/AT  and  compatible  computers  full  Metaphor  DIS  capabilities 
when  connected  to  a Metaphor  network.  Workstation  2XP  is 
priced  at  $2,100. 
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Metaphor's  revenue  is  derived  primarily  from  Fortune  500 
companies  in  the  consumer  packaged  goods,  financial  services,  and 
pharmaceutical  markets  and  federal  government  agencies. 
Revenue  is  segmented  as  follows: 


Consumer  packaged  goods 

49% 

Government  agencies 

18% 

Financial  services 

6% 

Pharmaceuticals 

5% 

Other 

22% 

100% 

Metaphor  clients  include  American  Express,  American  President 
Lines,  AT&T,  Bank  of  America,  Baxter  Healthcare,  Beatrice 
Foods,  British  Telecom,  Carnation,  Chevron,  Clorox,  Colgate- 
Palmolive,  Coors,  General  Mills,  Helene  Curtis,  Johnson  & 
Johnson,  Kidder  Peabody,  Kraft,  Lever  Bros.,  Merrill  Lynch, 
Office  of  the  Secretary  of  Defense,  Pepsico,  Philip  Morris,  Proctor 
& Gamble,  the  U.S.  Department  of  Labor-Bureau  of  Statistics, 
and  Vons  Supermarkets. 

As  a result  of  its  agreement  with  IBM,  Metaphor  expects  to 
expand  its  sales  to  users  in  the  insurance,  securities,  food  retailing, 
transportation,  consumer  manufacturing,  and  state  government 
markets. 


Approximately  95%  of  Metaphor's  1987  revenue  was  derived  from 
the  U.S.  and  5%  from  Europe. 

Metaphor  has  U.S.  sales  offices  in  New  York,  Stamford,  Princeton, 
Washington,  D.C.,  Atlanta,  Chicago,  Cincinnati,  Minneapolis,  San 
Francisco,  and  Los  Angeles. 

In  February  1988  Metaphor  opened  a London  office  to  support 
both  its  overseas  customers  and  its  U.S.  customer  subsidiaries  in 
Europe.  Metaphor  is  presently  supporting  three  installations  in 
the  U.K. 
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METIER  MANAGEMENT  SYSTEMS,  INC  Richard  Evans,  Chairman 

5884  Point  West  Drive  Robin  Lodge,  Vice  Chairman  and  Chief 

Houston,  TX  77036  Operating  Officer 

(713)  988-9100  Private  Corporation 

Total  Employees:  430 
Total  Revenue,  Fiscal  Year  End 
5/31/83:  $55,259,387 


THE  COMPANY 

• Metier  is  composed  of  five  principal  companies  as  follows: 

Metier  Management  Systems,  Ltd.  (Metier,  Ltd.)  manages  services  for 
the  United  Kingdom,  as  well  as  being  primarily  responsible  for  the 
development  of  all  Metier  products. 

Metier  Management  Systems,  Inc.  (Metier,  Inc.)  manages  sales  and 
customer  support  throughout  North  and  South  America. 

ARTEMIS  Systems  Holding  Ltd.  manages  sales  and  support  for  Hong 
Kong,  the  Far  East,  and  Australia. 

Metier  Management  Systems  Holding  B.V.  manages  sales  and  support 
for  Europe. 

ARTEMIS  Middle  East  E.C.,  incorporated  in  1983,  manages  sales  and 
support  for  the  Middle  East. 


METIER 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands)  (a) 


" — __  FISCAL  YEAR 

ITEM  ' 

5/83 

5/82 

5/81 

5/80 

5/79 

Total  revenue 

$ 55,259 

$ 37,556 

$ 19,386 

$ 10,000 

$ 4,000 

. Percent  increase 

over  previous  year 

47% 

94% 

94% 

150% 

471% 

Income  before  taxes 

$ 5,529 

$ 4,583 

$ 1,440 

$ 700 

$ 540 

. Percent  increase 

over  previous  year 

21% 

218% 

106% 

30% 

390% 

Net  income 

$ 3,376 

$ 3,259 

$ 783 

$ 330 

$ 200 

. Percent  increase 

over  previous  year 

4% 

316% 

137% 

65% 

700% 

(a)  Restated  to  conform  to  U.S.  generally-accepted  accounting  principles. 
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SOURCE  OF  REVENUE 

• Metier  derived  100%  of  its  fiscal  1983  revenue  from  sales,  leases,  and  support 
of  its  minicomputer-based  project  management  turnkey  system.  The  intro- 
duction at  the  latter  part  of  1983  of  a software  version  of  ARTEMIS  for  IBM 
and  IBM-compatible  computers  and  a microcomputer  workstation  showed 
promising  market  reaction  with  orders  of  more  than  $ I million  taken. 

• Metier  attributes  its  revenue  growth  to  a shift  in  geographic  and  industry 
market  emphasis,  as  well  as  from  increased  service  and  support  revenue  and 
an  increase  in  sales  versus  leases. 

GEOGRAPHIC  MARKETS 

• U.S.  revenue  was  $25  million  in  1 983,  a 70%  increase  over  $ 1 5 million  in  1 982. 

• Metier  revenue  for  fiscal  1983  was  derived  as  follows: 


5/83  5/82 


U.S. 

$25.4 

46% 

$14.9 

40% 

United  Kingdom 

9.9 

18 

8.5 

23 

Other  International 

19.9 

36 

14.2 

37 

$55.2 

100% 

$37.6 

100% 

INDUSTRY  MARKETS 

• Metier  revenue  for  fiscal  1982  and  1983  by  industry  sector  was  derived  as 
follows: 


5/83  5/82 


Aerospace  and  defense 

32% 

14% 

Oil  and  gas 

28 

31 

Engineering  and  construction 

20 

33 

Manufacturing 

12 

II 

Public  Utilities 

_8 

100% 

_M_ 

100% 
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COMPANY  HIGHLIGHT 


METIER  MANAGEMENT  SYSTEMS,  INC.  Richard  Evans,  Chairman 
5884  Point  West  Drive  Robin  Lodge,  CEO  and  Chief  Operating 

Houston,  TX  77036  Officer,  Western  Hemisphere 

(713)  988-9100  Private  Corporation 

Total  Employees:  350 
Total  Revenue,  Fiscal  Year  End 
5/31/82:  $37,500,000 


THE  COMPANY 

• Metier  Management  Systems,  founded  in  December  1976,  provides  turnkey 
systems  for  project  information  management. 

• Metier  is  composed  of  four  principal  companies  as  follows: 

Metier  Management  Systems,  Ltd.  (Metier,  Ltd.)  manages  services  for 
the  United  Kingdom,  as  well  as  being  primarily  responsible  for  the 
development  of  all  Metier  products. 

Metier  Management  Systems,  Inc.  (Metier,  Inc.)  manages  sales  and 
customer  support  throughout  North  and  South  America. 

ARTEMIS  Systems  Holding  Ltd.  manages  sales  and  support  for  Hong 
Kong,  the  Far  East,  and  Australia. 

Metier  Management  Systems  Holding  B.V.  manages  sales  and  support 
for  Europe. 

• Metier's  consolidated  1982  revenue  reached  $37.5  million,  a 92%  increase  over 
1981  revenue  of  $19.5  million.  Net  income  was  $3.4  million,  a 280%  increase 
over  1981  net  income  of  $884,000.  U.S.  revenue  was  $15  million,  a 92% 
increase  over  $7.8  million  in  fiscal  1981.  A five-year  financial  summary 
follows: 
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METIER 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands) 


• The  company  has  experienced  an  average  growth  rate  of  100%  per  year  for 
the  past  five  years.  Management  believes  this  is  due  to  innovative  high  tech- 
nology in  project  management  and  a major  commitment  to  research  and 
development.  Fiscal  1983  revenue  is  expected  to  reach  $63  million. 

• Each  year  Metier  allocates  approximately  17%  of  revenue  for  research  and 
development,  or  about  twice  the  industry  average. 

• As  of  May  31,  1982  Metier  employed  350  persons;  as  of  November  1982  they 
employed  about  400. 

KEY  PRODUCTS  AND  SERVICES 

• In  fiscal  1982  Metier  derived  100%  of  its  revenue  from  ARTEMIS,  a Hewlett- 
Packard-based  turnkey  system  for  project  information  management. 

• Metier  estimates  ARTEMIS  has  an  80%  share  of  the  minicomputer-based 
project  information  management  system  market  and  a 39%  share  of  the 
overall  project  management  systems  market.  Over  400  ARTEMIS  systems  are 
currently  installed. 

• The  ARTEMIS  project  management  system  is  used  for: 

Planning  and  scheduling. 

Cost  /schedule  integration. 

Performance  measurement. 

Management  reporting  and  forecasting. 

Cost  management. 

Materials  management. 

Records  management. 
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Plant  and  equipment  registers. 

Maintenance  planning  and  control. 

Power  plant  outage  systems. 

Manpower  control. 

• The  ARTEMIS  Relational  Database  is  the  fundamental  element  of  the  inter- 
active system  design  and  provides  the  following  features: 

All  project  information  is  organized  in  such  a way  that  any  single  entry 
can  be  directly  accessed  by  all  the  subsystems.  All  applications  draw 
from  a common  resource  of  information  for  calculations  and  reporting 
functions. 

The  user  views  project  data  in  tables  as  two-dimensional  matrices 
which  mirror  the  "natural"  structure  of  project  information. 

As  project  needs  change,  data  formats  can  be  modified  without  massive 
reimplementation.  Additional  applications  can  be  incorporated  into  the 
system  as  required. 

• Other  basic  components  of  the  ARTEMIS  system  include: 

A single,  user  friendly,  interactive  command  language  for  inquiry, 
updating,  or  reporting. 

Graphics  subsystems  to  present  and  summarize  project  data  with  pie 
charts,  histograms,  S curves,  bar  charts,  logic  diagrams,  or  eight-color 
high  quality  visuals.  Plots  may  also  be  made  on  transparent  film  for 
overhead  projection. 

A report  writer  to  design  reports  in  the  exact  format  and  content 
required. 

• Application  software  available  on  the  ARTEMIS  system  includes: 

Network  Extension  provides  the  facility  to  extend  CPM  network 
records  to  include  additional  and  nonstandard  data  (additional  coding, 
costs,  materials,  baseline  data,  etc.). 

Database  Management  provides  the  ability  to  set  up  applications  such 
as  cost  estimating  and  management,  records  and  material  control, 
integrated  cost/schedule,  and  earned  value  systems,  to  Project 
Management's  precise  specifications. 

Cost  Management  provides  cost/schedule  integration  through  work 
definition,  budgeting,  cost  collection  records,  work  measurement, 
scheduling,  forecasting,  and  performance  analysis  modules. 

Probabilistic  Analysis  (PAN)  assesses  the  likely  total  cost  or  duration 
of  a project  by  performing  simulations  on  any  existing  numeric  data. 
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Planning  and  Scheduling  allows  the  user  to  interrogate  the  project 
schedule  at  any  time  to  obtain  status  and  performance  information, 
monitor  schedule  slippage,  command  and  document  schedule  changes, 
retain  historical  data,  and  provide  resource  aggregation  and  scheduling 
functions. 

Cost  Estimating  establishes  a data  base  to  maintain  vendor  pricing 
data;  labor  and  equipment  rate  tables;  crew  and  equipment  mix  tables; 
escalation  indexes  which  can  be  applied  to  manhours  and  materials; 
factors  on  average  and  development  allowances;  productivity,  conver- 
sion, and  other  "ready-reckoning"  factors. 

Materials  Management  facilitates  reporting  of  equipment  status; 
material  suppliers  bid  comparisons,  delivery  schedules,  and  inventory 
control;  requisition  status;  and  purchase  order  status. 

Plant  Maintenance  Management  is  designed  to  integrate  schedules, 
parts,  materials,  equipment,  and  costs  for  five  categories  of  mainte- 
nance: fixed  frequency  tasks,  diagnostic  monitoring,  predictive  moni- 
toring, scheduled  turnarounds  (shutdown),  and  unscheduled  work. 

Project  Accounting  contains  modules  for  general  ledger,  payroll, 
accounts  receivable,  and  accounts  payable. 

Outage  Management  is  designed  to  meet  three  major  data  needs: 
design  modifications,  planned  maintenance  and  surveillance,  and 
network  planning  and  scheduling.  These  modules  integrate  engineering 
specifications,  parts,  and  materials;  drawings  and  purchase  orders;  job 
cards;  surveillance  testing;  routine  maintenance;  job  order  logs;  crafts 
forecasts;  and  multilead  project,  resource,  and  time  scheduling. 

• ARTEMIS  runs  on  the  HP  1000  minicomputer  under  the  RTE  Plus  operating 
system. 

The  basic  ARTEMIS  hardware  configuration  consists  of  the  central 
processing  unit,  a disk  drive,  a visual  display  unit,  and  a printer. 

Various  models  of  ARTEMIS  are  available  to  suit  the  processing  power 
requirements  of  the  project,  with  the  potential  to  upgrade  to  32  key- 
board terminals  and  500  megabytes  of  disk  storage. 

Data  may  be  transferred  between  ARTEMIS  and  mainframe  computers 
which  accept  IBM  2780  or  3780  protocols. 

The  basic  ARTEMIS  system  is  priced  from  $90,000  up,  with  an  average 
system  selling  for  $300,000.  Optional  software  modules  are  priced 
separately. 
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• After  the  warranty  period,  ARTEMIS  customers  contract  with  Metier  for  both 
hardware  and  software  maintenance,  allowing  Metier  to  coordinate  all  pre- 
ventative and  corrective  maintenance.  Actual  service  may  be  performed  by 
Metier  or  a Hewlett-Packard  service  center. 

• Metier  offers  its  clients  site/survey  support,  ARTEMIS  training  courses, 
software  documentation,  software  upgrades,  custom  software  and  application 
systems,  and  consulting  services. 

• Since  1978  Metier  has  provided  Techline,  a technical  support  telephone 
service  for  immediate  access  to  experts  to  solve  hardware  and  software 
problems. 

INDUSTRY  MARKETS 

• Metier  fiscal  1982  revenue  was  derived  as  follows: 


Oil  and  gas 

31% 

Engineering  and  construction 

33 

Public  utilities 

1 1 

Aerospace  and  defense 

14 

Other 

1 1 

100% 

GEOGRAPHIC  MARKETS 

• Metier  revenue  for  fiscal  1982  was  derived  as  follows: 


United  States 

40% 

United  Kingdom 

22 

Other  International 

38 

100% 

• Metier's  U.S.  operation  is  headquartered  in  Houston.  Branch  offices  are 
located  in  Alexandria  (VA),  Boston,  Detroit,  Englewood  (CO),  Newport  Beach 
(CA),  St.  Louis,  and  Woodbridge  (NJ). 

• Metier  Ltd.  is  headquartered  in  London.  There  are  20  foreign  branch  offices 
supporting  systems  located  in  26  countries  including  Australia,  England,  Italy, 
Korea,  the  Netherlands,  Norway,  Saudi  Arabia,  United  Arab  Emirates,  Scot- 
land, Singapore,  Hong  Kong,  Venezuela,  and  West  Germany. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Metier  has  HP  systems  installed  in  Houston  and  London  for  product  develop- 
ment. 
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METRIDATA  COMPUTING,  INC. 


P.O.  Box  21099 
6600  Grade  Lane 


George  Fischer,  President 
Public  corporation,  widely  held 
Total  company  sales  as  of  FY 


Louisville,  Kentucky  40221 
(502)  361-7161 


ending  12/75:  $6,500,000 

Computer  services  sales  12/75: 


$4,000,000 


NUMBER  OF  EMPLOYEES  engaged  in  computer  services:  180  (360  total) 

KEY  PRODUCTS /SERVICES:  MCI  offers  mostly  facilities  management  and  re- 

mote computing  services,  with  the  former  representing  45%  of  annual 
computer  services  sales,  and  the  latter  40%.  The  balance  of  computer 
services  business  is  comprised  of  batch  and  software  services.  MCI 
promotes  its  sophisticated  time-sharing  sytem  and  communications  net- 
work rather  than  specific  products.  Data  base  applications  available  to 
users  include  TASKMASTER,  CICS,  ROSCOE,  LIBRARIAN,  SAM  AND  MCI-developed 
software  for  performance  evaluation. 

APPLICATIONS : Applications  made  available  to  commercial  banks  on  a 

facilities  management  basis  include: 


Demand  deposit  accounting 
Mortgage  loan 
Commercial  loan 
Installment  loan 
On-line  savings 
Combined  statements 

Customer  information  file  is  under  development 


INDUSTRY  MARKETS:  The  majority  - 60%  - of  MCI  business  is  concentrated 

in  the  banking  industry.  Manufacturing  represents  20%  of  business,  and 
distribution  10%.  The  balance  of  revenues  is  distributed  between  utili- 
ties, government,  transportation  and  insurance. 

GEOGRAPHIC  MARKETS:  MCI  operates  exclusively  in  the  North  Central  region. 

In  addition  to  the  home  office  in  Louisville,  Kentucky;  branch  offices 
are  located  in: 

• Chicago,  Illinois 

• Indianapolis,  Indiana 

• Dayton,  Ohio 

• Cincinnati,  Ohio 

• Lexington,  Kentucky 

The  leased  line  network  connects  Chicago,  Dayton,  Cincinnati,  and  Louis- 
ville. MCI  is  also  linked  to  TYMNET  at  six  points. 
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COMPUTER  HARDWARE  AND  SOFTWARE: 


3 IBM  370/ 135s 

3 IBM  360/ 65s 

1 IBM  360/40 

4 Honeywell  400s 


DOS 

OS/MVT  HASP 
DOS 

Time-sharing 


Lexington,  Kentucky 
Louisville,  Kentucky 
Chicago,  Illinois 


Louisville,  Kentucky 


OVERALL  ASSESSMENT  AND  TRENDS:  Shortly  after  it  was  founded  in  1968, 

MCI  management  decided  to  concentrate  on  computer  services  for  the  banking 
industry.  This  strategy  has  been  effective  resulting  in  contracts  with 
a Cincinnati  bank  and  Lexington  bank  with  over  $400  million  in  assets. 

Two  sales  representatives  specialize  in  the  banking  industry.  In  1973, 

MCI  acquired  Banks  Data,  a service  bureau  in  Chicago  and  then  sold  it 
in  1974.  Altogether,  MCI  has  about  300  computer  services  customers, 
which  include  Kentucky  Fried  Chicken  and  Jefferson  County,  Kentucky. 
Operations  other  than  computer  services  include  Watterson  College,  a 
trade  and  technical  school  and  special  services  for  the  printing  indus- 
try. While  the  concept  of  diversifying  risk  among  different  industries 
is  good,  this  much  tends  to  spread  the  resources  of  a company  the  size 
of  MCI  somewhat  thinly.  Overall,  however,  MCI  appears  to  be  successful 
and  competent  operation.  Net  profits  the  first  six  months  of  1975  were 
4.4%  of  revenues  and  the  trend  is  up.  Computer  services  revenues  should 
exceed  $10  million  by  1980. 
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FINANCIAL  UPDATE  TO  PROFILE  DATED  OCTOBER  1982 


METROMAIL  CORPORATION 

90 1 West  Bond  Street 
Lincoln,  NE  68521 
(402)  475-4591 


William  L.  Howe,  President  and  CEO 
Public  Corporation,  OTC 
Total  Employees:  1,414 
Total  Revenue,  Fiscal  Year  End 
6/2/85:  $75,169,214 
Computer  Services  Revenue: 
$40,591,000 


METROMAIL  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 
ITEM  — 

6/2/85 

6/3/84 

5/29/83 

5/30/82 

5/31/81 

Revenue 

. Percent  increase 
from  previous  year 

$75,169 

23% 

$61,355 

29% 

$47,718 

8% 

$44,136 

20% 

$ 36,648 
N/A 

Income  before  taxes 
. Percent  increase 
from  previous  year 

$ 15,147 
38% 

$ 10,996 
80% 

$ 6,103 
45% 

$ 4,221 
(a) 

$ 134 

N/A 

Net  income 
. Percent  increase 
from  previous  year 

$ 7,907 
38% 

5 5,729 
79% 

$ 3,208 
38% 

$ 2,321 
(a) 

$ 134 

N/A 

Earnings  (loss)  per 

$ 0.31 

48% 

$ (0.03) 
N/A 

share 

. Percent  increase 
from  previous  year 

$ 0.83 

34% 

$ 0.62 
100% 

$ 0.21 
800% 

(a)  Percent  change  exceeds  1 ,000% 


• On  April  5,  1984  Metromail  became  a publicly  owned  company  through  the 
sale  of  1 , 1 50,000  shares  of  common  stock,  of  which  500,000  shares  were  sold 
by  the  company.  Net  proceeds  to  Metromail  were  approximately  $4.2  million. 

• In  January  1985  Metromail  acquired  Market  Development  Corporation  (MDC) 
of  St.  Louis  for  approximately  $11.4  million.  MDC,  a provider  of  life  cycle 
lists,  had  1983  revenues  of  $9.0  million  and  net  income  of  $1.3  million.  MDC's 
operations  were  merged  into  Metromail's  list  development  and  enhancement 
services  business. 
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SOURCE  OF  REVENUE 


One  hundred  percent  of  Metromail's  fiscal  1985  computer  services  revenue 
was  derived  from  batch  processing  services  for  companies  engaged  in  direct 
response  and  direct  mail  marketing. 


Metromail  reports  its  revenue  in  three  related  areas— list  development  and 
enhancement  services,  directory  publishing,  and  mail  production.  A three- 
year  summary  of  revenue  by  service  area  follows  ($  thousands): 


Computer  services 

- List  development  and 

enhancement  services 

Noncomputer  services 

- Directory  publishing 

- Mail  production  services 


6/2/85 

6/3/84 

5/29/83 

$40,591 

$30,064 

$23,382 

15,786 

14,112 

10,975 

18,792 

17,179 

13,361 

$75,169 

$61,355 

$47,718 
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METROMAIL  CORPORATION  William  L.  Howe,  President  and  CEO 

901  West  Bond  Street  Private  Corporation 

Lincoln,  NE  68521  Total  Employees:  1,150 

(402)  475-4591  Total  Revenue,  Fiscal  Year  End 

5/31/82:  $50,000,000* 

Computer  Services  Revenue: 
$47,000,000* 


THE  COMPANY 

• Metromail  was  established  in  1969  as  a division  of  O.E.  McIntyre,  a direct 
mail  company.  After  several  different  mergers  and  ownership  arrangements, 
the  division  was  purchased  by  private  investors  and  incorporated  as  Metromail 
Corporation  in  I 980. 

• The  company  currently  provides  computerized  direct  mail  list  processing  and 
lettershop  services.  Noncomputer  services  revenue  is  derived  from  Metro- 
mail's  Cole  Publications  division,  which  publishes  cross-reference  directories. 

• Competitors  of  Metromail  include  R.  L.  Polk  and  Company  (Taylor,  Ml), 
Donnelly  Marketing  (Stamford,  CT),  and  Wiland  & Associates,  Inc.  (Cole- 
pepper,  VA). 

KEY  PRODUCTS  AND  SERVICES 

• One  hundred  percent  of  Metromail's  computer  services  revenue  is  derived 
from  batch  list  processing  services.  Processing  is  provided  for  Metromail's 
own  data  base  as  well  as  most  other  available  direct  mail  lists. 

• Metromail  maintains  a data  base  of  about  62  million  U.S.  consumer  house- 
holds, compiled  mainly  from  telephone  directories.  Phone  numbers  with  area 
codes  as  well  as  carrier  route  codes  are  included  with  names  and  addresses. 

Clients  make  selections  from  the  master  file  based  on  any  combination 

of  the  following  criteria  to  reach  their  target  market: 

. Geographic  areas. 

. Individual  characteristics:  length  of  residence,  sex  of  head  of 

household,  single  or  multifamily  dwelling  unit. 

. Demographic  characteristics:  includes  more  than  400  variables, 

such  as  age,  income,  education,  occupation,  and  percent  owner- 
occupied  households. 


* INPUT  estimate 
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SpeciaLists®,  presorted  lists  based  on  unique  population  segments,  are 
also  available.  Examples  include: 

. 55  Plus:  men  and  women  55  /ears  and  older. 

. 65  Plus:  men  and  women  65  years  and  older. 

. First  Families:  U.S.  families  with  incomes  over  $25,000. 

. The  Influential:  people  in  educational  and  specific  occupational 
positions. 

. Ethnic  Surnames:  four  separate  list  segments  with  Catholic, 

Italian,  Jewish,  or  Spanish  surnames. 

. Children's  Census®:  families  with  one  or  more  children,  ages 
one  to  twenty-three. 

. National  Random  Sample  Bank:  a statistically  accurate  sample 
for  tests  of  up  to  50,000  households. 

. New  Movers:  monthly  changes  of  address  from  leading  mail 

order  firms. 

. The  STAR*File®:  file  of  households  that  have  responded  to 

previous  mailings,  segmented  by  response  category. 

Zip-O-Data®  is  a listing  of  estimated  household  counts  and  income 
figures  plus  19  other  demographic  characters  for  every  ZIP  code  in  the 
United  States. 

• Metromail  also  provides  list-processing  services  for  client  lists  and  other 
direct  mail  organization  lists.  Services  available  include: 

Address  Correction. 

ZIP  Code  Correction. 

Data  Match® : eliminates  obsolete  and  duplicate  listings  between  lists 
and  adds  phone  numbers. 

Negative  Screen:  eliminates  nonresponsive  households. 

Recycle:  an  annual  run  to  update  inactive/expired  files  and  code  them 
with  multibuyer  response  information. 

Coding  clients'  existing  lists  from  Metromail's  data  base  of  household 
information  according  to: 
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. Geographic  information. 

. Demographic  information. 

. Individual  family  characteristics. 

. Telephone  directory  assistance. 

. Carrier  routing. 

. Congressional  districts. 

• Metromail  also  provides  clients  with  consulting  services  to  define  target 
market  areas  and  upgrade  their  direct  mail  list  selections. 

The  company  will  develop  sample  universes,  trading  area  surveys,  site 
location  studies,  testing  procedures,  and  will  evaluate  direct  mail 
programs. 

Assistance  in  the  scheduling  and  monitoring  of  programs  is  also  avail- 
able. 

• Metromail  provides  several  lettershop  services  in  conjunction  with  its  list 
processing. 

A lettershop  in  Lincoln  (NE)  prints  direct  mail  literature,  prints  and 
affixes  address  labels  to  printed  matter,  and  produces  computerized 
letters  from  client  tapes. 

• The  Cole  Publications  division  of  Metromail  compiles  and  markets  a series  of 
cross-reference  directories  for  companies  involved  in  telephone  sales.  Tele- 
phone lists  are  arranged  by  number,  address,  and/or  name. 

INDUSTRY  MARKETS 

• Metromail  provides  its  services  primarily  to  magazine  publishers,  insurance 
companies,  fund  raisers,  and  direct  mail  sales  companies. 

GEOGRAPHIC  MARKETS 

• Metromail  revenue  is  distributed  as  follows: 

United  States  99% 

Canada  l_ 

100% 

• Metromail  has  branch  offices  in  Chicago,  Los  Angeles,  New  York  City,  and 
Washington,  D.C. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Metromail  has  one  IBM  370/168  running  under  MVS  installed  at  its  head- 
quarters. 
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M&l  DATA  SERVICES,  INC.  Dennis  J.  Kuester,  President 

770  North  Water  Street  Wholly  Owned  Subsidiary  of  Marshall  & llsley 

Milwaukee,  Wl  53202  Corporation 

(800)236-3282  Total  Employees:  1,532  (8/92) 

Total  Revenue,  Fiscal  Year  End 
12/31/91:  $131,000,000 
Noncaptive  Revenue:  $92,580,000 


The  Company  M&I  Data  Services,  Inc.  (M&I)  provides  processing  services, 

systems  operations  services,  and  applications  software  products 
primarily  to  banks  and  thrifts.  M&I  also  provides  processing 
services  to  affiliates  of  its  parent,  Marshall  & llsley  Corporation,  a 
diversified  interstate  bank  holding  company  with  $7.5  billion  in 
assets. 

■ M&I  was  formed  in  1964  as  the  processing  services  arm  for 
Marshall  & llsley  correspondent  banks  in  the  state  of  Wisconsin. 
In  1982,  the  company  began  providing  processing  services  to 
financial  institutions  outside  of  Wisconsin. 

• In  1986,  M&I  officially  became  a wholly  owned  subsidiary  of 
Marshall  & llsley. 

M&I's  total  noncaptive  1991  revenue  reached  $92.6  million,  a 23% 
increase  over  1990  revenue  of  $75.0  million.  A three-year  revenue 
summary  follows: 


M&I  DATA  SERVICES,  INC. 
THREE-YEAR  NONCAPTIVE  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

1991 

1990 

1989 

Revenue 

• Percent  increase 

$92.6 

$75.0 

$63.3 

from  previous  year 

23% 

18% 

17% 

M&I's  management  attributes  revenue  increases  in  1991  to  a net 
increase  of  35  bank  customers  during  the  year. 
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As  of  December  31,  1991,  M&I  had  over  1,400  employees.  The 
company  currently  has  approximately  1,532  employees. 

M&I  is  currently  organized  into  the  following  business  segments: 

• EDP  Management,  with  12  employees,  manages  the  operations 
of  the  other  business  groups. 

- The  Financial  Services  Group,  with  332  employees,  provides 
sales,  support,  and  service  to  over  400  financial  institutions  in  33 
states.  This  group  has  responsibility  for  sales  and  marketing, 
account  management,  product  management,  financial  services 
reporting,  corporate  cash  management  services,  and  consulting 
activities. 

• The  Information  Services  Group,  with  621  employees,  enhances 
and  supports  the  company's  technical  infrastructure. 
Responsibilities  include  computer  operations  and  various  M&I 
application  systems,  including  Deposit,  Loan,  Customer 
Information,  Teller/Platform,  Customer  Profitability,  Financial 
Control,  Corporate,  and  Compliance. 

• The  Operations  Services  Group,  with  110  employees,  provides 
operational  support  and  backroom  services  to  customers  and  has 
responsibility  for  banking  operations,  EFT  services,  and 
MICARD  bank  card  processing. 

• The  Software  Development  Group,  with  268  employees, 
develops  and  enhances  M&I's  Integrated  Banking  System 
software  product  and  provides  product  and  technical  support  to 
software  purchasers. 

• The  Trust  and  Administrative  Group/Human  Resources,  with 
147  employees,  develops,  enhances,  and  supports  trust  software 
and  services.  This  group  also  manages  the  accounting, 
administrative,  and  personnel  functions  of  M&I. 

• The  Mortgage  Products  Division,  with  42  employees,  markets 
mortgage  software  products  for  loan  origination,  marketing,  and 
construction  lending  applications. 

Software  Development  Corporation  (SDC)  is  a separate  Marshall 
& Ilsley  company  that  works  closely  with  M&I  in  providing  software 
products  to  financial  institutions.  SDC  was  acquired  by  Marshall  & 
Ilsley  during  1987.  Its  revenues  are  reported  separately  from  those 
of  M&I. 
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Major  competitors  include  Systematics,  Mellon  Bank,  and 
Electronic  Data  Systems. 


Key  Products  and  Approximately  77%  of  M&I's  1991  noncaptive  revenue  was  derived 
Services  from  processing  services  (Service  Bureau  and  Premium  Service 

Bureau  delivery  options)  and  10%  from  systems  operations 
(Remote  Compute  Utility,  Resource  Management,  and  Facilities 
Management  options).  The  remaining  13%  was  derived  from 
applications  software  product  sales. 

M&I  provides  a range  of  processing  services  to  over  400  banks, 
savings  and  loans,  and  savings  banks  in  33  states  with  180  remote 
sites  and  assets  ranging  from  $2  million  to  $13  billion. 

• At  the  end  of  1991,  M&I  was  managing  a network  of  over  36,000 
CRTs,  PCs,  and  printers,  and  1,600  EFT  terminals. 

• M&I  produces  over  28  million  bank  accounts/relationships  per 
night  and  processes  over  600  million  on-line  transactions  a year. 

M&I  offers  six  delivery  options  for  its  products  and  services  as 
follows: 

• Service  Bureau:  Traditional  remote  computing  processing 
services  are  provided  that  allow  a financial  institution  to  access 
M&I's  data  center  for  those  applications  it  needs.  M&I 
maintains  the  technical  infrastructure  and  provides  product  and 
customer  support. 

• Premium  Service  Bureau:  M&I  provides  a customized  version  of 
M&I's  Integrated  Banking  System  (IBS)  for  the  client,  run  at  an 
M&I  data  center.  In  addition,  the  client  receives  special 
programming  services  and  dedicated  product  support. 

• Resource  Management:  For  this  service  M&I  manages  selected 
data  processing  resources  for  the  custom.  This  may  include  M&I 
and  non-M&I  software,  people,  and/or  technical  environment. 

• Facilities  Management:  M&I  manages  the  entire  data 
processing  function  for  the  customer  at  the  customer's  facility. 

• Remote  Compute  Utility:  M&I  software  is  purchased  by  the 
customer.  M&I  provides  operations  and  support  at  an  M&I  data 
center  until  the  client's  experience  level  and  hardware 
configurations  permit  processing  in-house. 
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• Software:  M&I  IBS  software  is  purchased  and  run  on  the 
customer's  mainframe.  M&I  Trust  System  and  Custom 
Statement  Formatter  (CSF)  software  may  also  be  purchased  and 
run  on  the  customer's  IBM  mainframe. 

M&I  applications  available  via  processing/systems  operations 
services  include  the  following: 

• Customer  Information  System  (IBS) 

• Financial  Control  System 

• Deposit  System  (IBS) 

- Loan  System  (IBS) 

• Customer  Profitability  System  (IBS) 

• MICARD  Services  for  bankcard  processing 

• MICASH  for  corporate  cash  management 

• MIPATH  for  electronic  funds  transfer 

• Teller/Platform  Systems  (IBS) 

• Teller  Card  Link 

• Custom  Statement  Formatter 

• Trust  System 

• M&I  also  offers  the  INFO  Center,  a series  of  products  used  by 
processing  clients  to  retrieve,  manipulate,  analyze,  and  present 
data,  and  bulk  filing  services. 

M&I  applications  software  products  for  IBM  and  compatible 
mainframes  include  the  following: 

• The  M&I  Integrated  Banking  System  (IBS),  introduced  in  1980, 
offers  an  integrated  on-line,  real-time  financial  processing 
software  network  and  is  designed  for  financial  institutions  in  a 
multibank,  multibranch  environment. 

- The  software  is  available  through  an  exclusive  marketing 
agreement  with  Software  Alliance  Corporation  of  Berkeley 
(CA). 

- IBS  applications  include: 

Integrated  Deposits  (Demand,  Savings,  and  Time) 
Integrated  Loans  (Commercial,  Consumer,  and 
Mortgage) 

Customer  Information  System,  which  also 
supports  relationship  management  and 
profitability  measurement 
Teller  Terminal  Support  Systems 
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Industry  Markets 


- There  are  currently  50  IBS  clients,  including  five  of  the  top  ten 
U.S.  financial  institutions.  Clients  include  Chase  Manhattan, 
Security  Pacific,  Bank  of  America,  First  Interest,  and  Bankers 
Trust. 

• The  M&I  Trust  System  is  a trust  management  system  that 
provides  in-depth  reporting  required  by  trust  management, 
administrators,  portfolio  managers,  operations  personnel,  tax 
analysts,  and  new  business  personnel. 

- The  system  is  available  as  a processing  service  or  as  a software 
product  for  in-house  use. 

- There  are  currently  86  processing  clients  and  one  software 
client. 

• Customer  Statement  Formatter  (CSF)  generates  customized 
statement  formats  for  bank  customers. 

PC-based  applications  available  from  M&I  include  the  following: 

• Salespartner  is  used  by  branch  personnel  to  integrate  platform 
sales,  new  accounts,  teller  transactions,  and  document 
preparation.  Salespartner  interfaces  with  M&I's  applications 
available  via  processing  services  and  with  its  software  product, 
IBS. 

• TrustDesk  links  desktop  computing  with  M&I's  mainframe-based 
Trust  System. 

• ExecuVision  is  M&I's  executive  information  system  that 
downloads  information  from  M&I's  mainframe  to  a PC  or 
workstation  and  provides  productivity  tools  for  bank  managers. 

Software  Development  Corporation's  TOTALOAN  product  is  a 
modular  system  that  supports  loan  tracking,  document  preparation, 
secondary  marketing,  mortgage  servicing,  and  construction  loans. 
TOTALOAN  is  available  for  IBM  and  compatible  mainframes  and 
microcomputers.  There  are  currently  70  clients. 


Approximately  70%  of  M&I's  1991  revenue  was  derived  from 
banks,  25%  from  thrifts,  and  5%  from  non-bank  clients. 

Systems  operations  contracts  include  the  following: 

• A contract  to  manage  Equimark's  entire  data  processing 
operations  using  IBS. 
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A five-year  agreement  with  Bank  of  America  to  provide 
processing  for  ail  non-California  Bank  of  America  acquisitions 

A six-year  outsourcing  agreement  with  Bank  of  Burlington  of 
Wisconsin  to  process  its  core  banking  applications 

An  eight-year  outsourcing  agreement  with  Broadway  Bancshares 
of  San  Antonio  (TX) 

An  eight-year  outsourcing  agreement  with  First  National  Bank  & 
Trust  Company  of  Illinois  to  provide  service  bureau  processing 

A ten-year  outsourcing  contract  with  Security  National 
Corporation  of  Sioux  City  (LA) 

An  eight-year  outsourcing  contract  with  the  Peoples  Bank  & 
Trust  Company  of  Mississippi 

A six-year  outsourcing  contract  with  United  National  Bank  of 
Miami 

M&I  also  supports  the  TYME  Switch  for  TYME  Corporation,  a 
Wisconsin-based  ATM  network.  M&I  provides  immediate 
uninterrupted  linkage  to  processors,  interchange  networks,  and 
474  member  financial  institutions  operating  970  ATMs  and  678 
point-of-sale  terminals. 


Approximately  99%  of  M&I's  1991  revenue  was  derived  from  the 
U.S.  and  1%  from  international  sources. 

M&I's  processing  clients  are  located  in  32  states  across  the  U.S. 

M&I  has  offices  in  Milwaukee,  Madison,  Green  Bay,  Baltimore, 
and  Wausau  (WI);  Elk  Grove  Village,  Moline,  and  Springfield  (IL); 
and  Tempe  (AZ). 

M&I's  software  clients  are  located  in  the  U.S.,  Canada,  Malaysia, 
Indonesia,  India,  and  Australia. 


M&I's  Brown  Deer  Datacenter  has  the  following  computers 
installed  in  support  of  its  processing  services: 

• 1 IBM  3090-600E 

• 2 IBM  3090-600S 

• 1 IBM  3090-600J 
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MICRO  D,  INC. 

17406  Mt.  Cliffwood  Circle 
Fountain  Valley,  CA  92708 
(714) 540-4781 


Richard  D.  Lionetti,  President 
Public  Corporation,  OTC 
Total  Employees:  197 
Total  Revenue,  Fiscal  Year  End 
10/31/83:  $70,960,628 
Computer  Services  Revenue: 
$23.4  million 


THE  COMPANY 

• Micro  D,  Inc.,  founded  in  1979,  distributes  and  markets  a broad  line  of  micro- 
computer software  products,  peripheral  equipment,  modules,  and  accessory 
products  to  retail  dealers. 

• In  July  1983  Micro  D completed  an  initial  public  offering  of  1.7  million  shares 
of  common  stock,  resulting  in  net  proceeds  of  approximately  $25  million. 
Approximately  $6  million  of  the  proceeds  were  used  to  repay  bank  debt.  The 
balance  is  being  invested  in  short-term,  interest  bearing  securities,  pending 
use  to  support  the  company's  sales  growth  and  other  general  corporate  pur- 
poses. 

• Fiscal  1983  revenue  reached  nearly  $71  million,  a 180%  increase  over  fiscal 
1982  revenue  of  $25.3  million.  Net  income  increased  86%  from  $595,459  in 
fiscal  1982  to  $1.1  million  in  fiscal  1983.  In  the  four-year  financial  summary 
that  follows,  fiscal  1983  results  include  the  operations  of  Micro  Digest,  Inc., 
the  company's  magazine  publishing  business  which  was  started  in  July  1983 
and  discontinued  in  December  1983  after  six  issues. 
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MICRO  D,  INC. 

FOUR- YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


"777; FISCAL  YEAR 

ITEM  

10/83 

10/82 

10/81 

10/80 

Revenue 

$70,961 

$ 25,348 

$ 12,440 

$ 3,548 

. Percent  increase 

from  previous  year 

180% 

104% 

251% 

N/A 

Income  before  taxes  and 

$ 2,931 

$ 

extraordinary  item 
. Percent  increase 

1,017 

$ 454 

$84 

from  previous  year 

188% 

124% 

440% 

N/A 

Income  from  continuing 

$ 1,655 

$ 

$ 294 

$ 62 

operations 
. Percent  increase 

595 

from  previous  year 

178% 

102% 

374% 

N/A 

Loss  from  discontinued 

operations 

$ (410) 

- 

- 

- 

Extraordinary  item  (a) 

$ (139) 

- 

- 

- 

Net  income 

$ 1,107 

$ 

595 

$ 294 

$ 62 

. Percent  increase 

from  previous  year 

86% 

102% 

374% 

N/A 

Earning  per  share  from 

$ 0.32 

$ 

$ 0.07 

$ 0.02 

continuing  operations 
. Percent  increase 

0.14 

from  previous  year 

129% 

100% 

250% 

N/A 

Net  earnings  per  share 

$ 0.21 

$ 

0.14 

$ 0.07 

$ 0.02 

. Percent  increase 

from  previous  year 

50% 

100% 

250% 

N/A 

(a)  As  a result  of  the  discontinuation  of  the  company's  magazine  publishing 
business,  a pretax  provision  of  $284,000  ($139,000  after  income  tax 
benefits)  was  charged  against  Micro  D's  fiscal  1983  earnings  to  cover 
estimated  phase-out  expenses  of  the  magazine. 

• Micro  D management  attributes  revenue  increases  to  the  opening  of  two 
additional  distribution  facilities,  the  addition  of  sales  personnel,  and  the 
establishment  of  a Service  Software  Division  to  sell  software  and  accessories 
to  mass  merchandising  outlets. 
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• Revenue  for  the  three  months  ending  January  31,  1984,  was  $31.5  million,  a 
101%  increase  over  the  $15.7  million  earned  over  the  same  period  in  1983. 
Net  income  for  the  period  increased  129%  from  $354,000  in  1983  to  $809,000 
in  1984. 

• As  of  October  31,  1983,  Micro  D had  197  employees.  The  company  currenty 
has  approximately  200  employees,  segmented  as  follows: 


Marketing/sales 

76 

Customer  service 

10 

Distribution  operations 

63 

General  and  administrative 

51 

200 

• Micro  D's  major  competitors  for  microcomputer  software  distribution  services 
include  Softsel  Computer  Products  Inc.  and  Softeam. 

KEY  PRODUCTS  AND  SERVICES 

• Approximately  33%  ($23.4  million)  of  Micro  D's  fiscal  1983  revenue  was 
derived  from  packaged  microcomputer  software  sales  to  retail  computer 
outlets.  The  remaining  67%  of  revenue  was  derived  from  the  sale  of  micro- 
computer peripheral  equipment,  associated  hardware,  and  accessory  products. 

Microcomputer  software  sales  were  31%  ($7.9  million)  of  fiscal  1982 
revenue  and  16%  ($2  million)  of  fiscal  1981  revenue. 

• Micro  D stocks  and  distributes  more  than  3,000  different  microcomputer 
applications  software  products  developed  by  over  150  software  producers. 

The  majority  of  the  products  are  for  use  with  Apple  and  IBM  micro- 
computers. Selected  packages  are  also  available  for  Timex,  Atari, 
Osborne,  Xerox,  Tandy,  Texas  Instruments,  NEC,  or  Commodore 
microcomputers. 

Software  products  are  available  from  over  150  vendors,  including 
Applied  Software  Technology,  Ashton-Tate,  BPI  Systems,  Computek, 
Creative  Software,  Datasoft,  Digital  Research,  Electronic  Data 
Systems,  Lotus  Development  Corporation,  Micropro  International, 
Microsoft,  Peachtree  Software,  Penguin  Software,  Software  Dimen- 
sions, Software  Arts,  Software  Publishing,  and  VisiCorp. 

. No  one  software  supplier  accounted  for  more  than  6%  of  Micro 
D's  total  fiscal  1983  revenue. 

. Products  are  generally  warranted  by  the  supplier. 

Software  is  available  for  a variety  of  applications,  including  the 
following: 
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. Small  business  accounting:  accounts  payable,  accounts  receiv- 
able, general  ledger,  payroll,  inventory  control,  job  costing, 
sales  invoicing,  purchase  order,  and  sales  orders. 

. Office  automation:  word  processing,  spellers,  sorting,  and 

electronic  mail. 

. Spreadsheets  and  statistics. 

. Decision  support:  forecasting,  budgeting,  and  business  graphics. 

. Stock  portfolios. 

. Educational  programs:  math,  spelling,  reading,  typing,  and 

scientific  applications. 

. Entertainment  software  and  games. 

Systems  software  products  available  include  data  base  management 
systems,  compilers,  interpreters,  editors,  utilities,  and  communica- 
tions. 

The  software  products  generally  retail  for  between  $30  for  the  enter- 
tainment and  educational  programs  and  $500  or  more  for  more  sophis- 
ticated applications  products. 

New  products/suppliers  to  be  introduced  during  1984  include: 

. Software  products  for  the  Apple  Macintosh  and  Apple  lie. 

. Lotus  Symphony  software. 

. ACT  (International)  Ltd.'s  Apricot  microcomputers  and  associ- 
ated software,  and  the  Abati  line  of  printers. 

• Micro  D has  structured  its  order-taking,  inventory,  and  internal  distribution 
system  with  the  objective  of  shipping  available  items  to  a customer  within  24 
hours  after  the  customer's  order. 

The  customers  typically  pay  all  shipping  charges  for  the  delivery  of  the 
products  they  order. 

INDUSTRY  MARKETS 

• One  hundred  percent  of  Micro  D's  fiscal  1983  revenue  was  derived  from  more 
than  4,000  computer  retail  specialty  stores  and  mass  merchandising  outlets. 

No  one  customer  accounted  for  more  than  2%  of  the  company's 
revenue. 
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• Micro  D's  marketing  strategy  is  to  act  as  a single  source  for  hardware  and 
software  and  to  make  available  a broad  selection  of  products  to  microcom- 
puter retailers. 

• Micro  D's  sales  efforts  can  be  generally  categorized  into  three  areas:  tele- 
phone orders  initiated  by  customers,  orders  solicited  by  outside  sales  per- 
sonnel employed  by  Micro  D,  and  telemarketing. 

In  telemarketing,  Micro  D sales  personnel  located  at  headquarters  call 
most  customers  at  least  once  every  two  weeks  to  solicit  sales  of 
products  including  newly  introduced  products. 

Micro  D employs  outside  sales  personnel  who  call  on  retailers  to 
provide  product  training  and  assistance  in  merchandising  and  planning, 
and  to  take  orders.  These  personnel  are  based  at  each  of  Micro  D's  five 
distribution  facilities  and  two  sales  offices  (as  well  as  in  cities  desig- 
nated for  new  facilities)  and  provide  national  coverage  for  Micro  D 
customers. 

GEOGRAPHIC  MARKETS 

• Approximately  98%  of  total  fiscal  1983  revenue  was  derived  from  the  U.S. 
Two  percent  was  derived  from  retailers  in  over  30  foreign  countries. 

Approximately  5%  of  the  $23.4  million  in  software  product  sales  was 
derived  from  international  sources. 

• In  fiscal  1983,  approximately  34%  of  total  revenue  was  derived  from  retailers 
located  in  California  and  21%  from  retailers  in  Texas.  No  other  state  ac- 
counted for  more  than  1 0%  of  total  1 983  revenue. 

• Sales  offices  are  located  in  Phoenix  and  Atlanta.  Micro  D maintains  regional 
distribution  facilities  in  Fountain  Valley  and  Santa  Ana  (CA),  Dallas,  Columbia 
(MD),  and  Chicago,  with  plans  to  open  an  additional  sales  office  and  distribu- 
tion facility  in  the  San  Francisco  Bay  Area  in  the  spring  of  1984. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Micro  D has  one  HP  6400  Series  computer  installed  at  its  headquarters  and 
over  50  Apple  and  IBM  microcomputers  installed  at  its  headquarters  and  sales 
and  distribution  facilities. 
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MICROGNOSIS,  INC. 

100  Saw  Mill  Road 
Danbury,  CT  06810 
(203)  794-0347 


Antony  J.  Martin,  President  & CEO 
Subsidiary  of  Control  Data  Corporation 
Total  Employees:  459  (10/89) 

Total  Revenue,  Fiscal  Year  End 
12/31/88:  $96,100,000 


The  Company  Micrognosis,  Inc.  provides  integrated  trading  room  information 

systems  to  the  financial  services  industry.  Micrognosis  systems 
distribute  real-time  digital  and  video  financial  information  and 
news  from  both  internal  and  external  sources  about  securities, 
currencies,  and  global  financial  markets  across  a network  to  a 
variety  of  trader  workstations.  Clients  include  investment  banks, 
securities  firms,  insurance  companies,  and  the  treasury 
departments  of  Fortune  1000  companies. 

• Micrognosis  was  incorporated  in  Danbury  (CT)  in  1978.  The 
company  moved  into  trading  floor  automation  during  1979  with 
the  introduction  of  the  first  keyboard-controlled  video  switching 
system  at  Citibank  (NY). 

• In  1983,  Control  Data  Corporation  (CDC)  acquired  a 40% 
interest  in  Micrognosis  and  increased  its  investment  to  74%  in 
April  1986.  In  1987,  CDC  acquired  the  remaining  interest  in 
Micrognosis. 

• Micrognosis  now  operates  as  a subsidiary  of  CDC  within  CDC's 
Information  Services  Group. 

Micrognosis'  1988  revenue  reached  $96.1  million,  a 37%  increase 
over  1987  revenue  of  $70  million.  A three-year  revenue  summary 
follows: 
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MICROGNOSIS,  INC. 
THREE-YEAR  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

1988 

1987 

1986 

Revenue 

• Percent  increase 

$96.1 

$70.0 

$46.8 

from  previous  year 

37% 

50% 

N/A 

CDC's  1988  Annual  Report  states  that  Micrognosis'  revenues  have 
grown  dramatically-40%  on  average-over  each  of  the  past  five 
years. 

As  of  December  1988,  Micrognosis  had  approximately  350 
employees.  The  company  currently  has  459  employees,  segmented 
as  follows: 


Marketing/sales  99 

Customer  support  132 

Hardware/software  engineers  153 

General  and  administrative  75 


459 

Micrognosis'  major  competitor  is  Rich,  Inc.  (a  subsidiary  of 
Reuters).  No  other  competitor  provides  access  to  both  video  and 
digital  information. 


Key  Products  and  One  hundred  percent  of  Micrognosis'  revenue  is  derived  from  its 
Services  integrated  trading  room  information  systems  (80%)  and  associated 

support  services  (20%). 

There  are  currently  more  than  200  Micrognosis  installations, 
encompassing  12,000  trading  positions  in  banks,  brokerages, 
corporations,  and  insurance  firms  in  19  countries. 

The  Micrognosis  System  takes  incoming  video  and  digital  financial 
information,  plus  in-house  information,  and  routes  it  to  a variety 
of  workstations,  including  intelligent,  digital/video  (hybrid),  and 
computer  terminals.  The  system  permits  traders  to  access  all 
information  sources,  select  screens,  change  display  formats,  and 
design  and  run  applications  from  a single  keyboard. 
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Micrognosis  systems  incorporate  workstations,  keyboards,  printers, 
networking,  and  interfaces  to  market  data  services  and  third-party 
software.  System  prices  generally  range  from  $10,000  to  $20,000 
per  station. 

Workstations: 

Micrognosis  currently  offers  a range  of  workstation  types  as 
follows: 

• Intelligent  workstations  supported  by  Micrognosis  include  Sun, 
DEC,  and  IBM  (first  quarter  of  1990).  Features  include: 

- A keyboard-from  Micrognosis  or  the  workstation 
manufacturer 

- A mouse 

- A large,  high-resolution  color  screen  which  supports  graphics 

- A multitasking  operating  system-UNIX,  VMS,  or  OS/2 
(available  the  first  quarter  of  1990) 

- Connectivity  to  other  computers  on  the  local  area  network 

- Connectivity  to  remote  computers 

- X-Window  windowing  capabilities 

• Standard  microcomputers  can  also  be  used  as  terminals  to 
access  data  from  the  Micrognosis  network.  This  method  is  used 
by  organizations  that  are  already  using  microcomputers  in  their 
work  and  who  need  occasional  access  to  financial  market  data. 

• Digital  information  services  may  be  accessed  on  simple 
terminals,  such  as  DEC  VT  100  or  VT  200,  by  means  of  a 
terminal  server,  or  alternatively  by  direct  connection  to  a host 
machine.  This  method  of  access  is  generally  used  by  executives 
with  an  occasional  need  for  selected  financial  information  or 
less  intensive  users,  such  as  research  and  investment  banking 
groups. 

- All  the  workstation  types  described  above  can  be  used  as 
remote  terminals  to  access  information  from  remote  locations. 

- The  Micrognosis  video  workstation  may  be  used  where  only 
video  services  are  required.  This  consists  of  multiple  monitors 
(to  a maximum  of  8)  controlled  by  the  Micrognosis  keyboard, 
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which  has  a built-in  LCD  for  displaying  prompts. 

- Using  the  I.W.S.  in  a hybrid  digital/video  system,  traders  can 
access  video  information  by  means  of  a video  control  window 
which  appears  on  the  intelligent  workstation  screen.  The 
Micrognosis  Video  Generator  Unit  enables  traders  to  view 
digital  information  on  video  monitors. 

Networking: 

Micrognosis  uses  Ethernet  for  its  local  area  network  (LAN).  The 
Micrognosis  system  is  an  open  network  environment  that  will 
support  several  protocols  simultaneously,  including  TCP/IP, 
DECNET,  and  the  Digital  Distribution  System  (DDS). 

• DDS,  Micrognosis'  proprietary  protocol  designed  for  the 
transmission  of  market  data,  allows  users  to  send  real-time 
trading  information  of  the  network.  DDS  can  operate  as  a pure 
digital  system  or  can  be  integrated  with  a video  system. 

Micrognosis  systems  will  support  Token  Ring  networks,  with 
availability  scheduled  for  the  first  quarter  of  1990. 

Market  Data  Services: 

Micrognosis  supports  both  digital  and  video  market  data  services 
formats,  as  shown  in  the  exhibit. 

• Digital  page-based  information  feeds  are  handled  by 
Micrognosis'  Service  Attachment  Units  (SAUs).  SAUs  receive 
data  from  digital  services  as  complete  pages  of  information  and 
distribute  it  throughout  the  trading  floor. 

• Digital  record-based  information  feeds  provide  a steady  stream 
of  market  data  in  serial  form.  Micrognosis'  Record  Access 
Facility  allows  users  to  store  this  information  in  a data  base  and 
build  their  own  pages  from  the  data. 

• Market  Data  Controllers  bring  video  information  into  the 
trading  establishment's  premises.  They  are  supplied  by  (and 
almost  always  rented  from)  the  information  vendors. 
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EXHIBIT 

MICROGNOSIS,  INC. 

DIGITAL  AND  VIDEO  SERVICES  SUPPORTED 


SERVICES/WORKSTATIONS  SUPPORTED 

Digital  Services 

Video  Services  (cont.) 

Video  Services  (cont.) 

- Chapdelaine 

- FBI 

- Quick-10 

- RMJ 

- First  Call 

- Quotron  Q1000 

- Scrolling  News 

- Rrst  Equity 

- Quotron  Q801 

- Reuter  RDCDF/RTF 

- Fortune  Systems 

- Reuter  3P 

- Reuter  RQF 

- FOXI 

- Reuter  4P 

- Telerate  TDPF 

- Fujitsu  K-10 

- Reuter  Abacus 

- Topicline 

- Garban  Gilts 

- Reuter  ART 

- Garban 

- Reuter  Dealing 

Video  Services 

- Garvin  Guy  Butler 

- Reuter  Equities  2000 

- GE  Information  Services 

- Reuter  Graphics 

- ADP  Comtrend/Vidicom 

- Hill  Farber 

- Reuter  Monitor 

- ADP  FS  Partners 

- IDM  Compak  140 

- Reuter  Monitor  & Quotes 

- ADP  FS  1 

- Instinet 

- Reuter  Monitor  Graphics  Bonds 

- ADP  MDS  7/90 

- JJ  Kennedy 

- Reuter  News 

- ADP  Trendsetter/Vidicom  +/FS 

- Knight  Ridder  MoneyCenter 

- Reuter  SDS2 

- Arbat 

- Knight  Ridder  TradeCenter 

- RMJ 

- Astley  Pearce 

- Lee  Data  Direct  Connect 

- Spectrum 

- AutEx 

- Liberty 

- SPMI  (Mil) 

- Automatic  Bond  Service  (ABS) 

- Mabon  Nugent 

- Standard  & Poor  Blue  List 

- Bloomberg  (formerly  Market  Master) 

- Main 

- Telerate  International  Quotations 

- Bridge  Data 

- Manifest  Mark  III 

- Telekurs  Investdata 

- Business  Line 

- Marketview 

- Telekurs  RIS 

- Cable  TV 

- Market  Vision 

- Telerate  STP 

- Cantor  Fitzgerald  MUNI 

- Memorex  3278 

- Telerate  Tactician 

- Cantor  Fitzgerald  SPEED 

- MKI 

- Telerate  Teletrac 

- Centel 

- Money  Market  Systems  (MMS) 

- Telex  (domestic) 

- Chapdelaine 

- Multicontributor  (Binco  Box) 

- Telex  Til  S3150 

- Charles  Fulton 

- Munifacts 

- The  Options  Group  (TOGS) 

- Clifford  Drake 

- Munifacts  Plus 

- Third  Generation  Broker  (TBG) 

- Commodity  Quote  Graphics 

- NASDAQ 

- Titus  & Donnelly 

- Dahlke 

- NEC  6300 

- Trac  Data 

- Dalcomp 

- NEC  7828 

- Tullet  & Tokyo 

- Dasher  100/200 

- Nixdorf 

- Univac  DS-7 

- Datastream 

- PC  Quote 

- Wang  Shark 

- Dow  Jones  News 

- Eurobroker 

- Planet 

c 
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Micrognosis  systems  include  the  following  application  tools: 

• The  Page  Edit  and  Display  Service  (PEDS)  allows  users  to 
create,  edit,  and  display  their  own  pages  of  information  for 
internal  broadcasting.  PEDS  is  run  on  a server  similar  to  a 
Service  Attachment  Unit,  though  without  external  lines.  Pages 
are  stored  in  a data  base,  and  customers  can  have  a number  of 
data  bases  on  one  server. 

• The  Composite  Page  Facility  (CPF)  allows  users  to  create 
custom  pages  to  meet  their  own  individual  requirements,  using 
information  from  up  to  five  different  sources.  The  information 
may  be  segments  of  pages  from  any  of  the  external  market 
services,  or  from  internally  generated  sources. 

• The  Micrognosis  Spreadsheet  Server  enables  users  of 
spreadsheet  applications  to  extract  DDS  page-based  data  using 
communications  protocols. 

• The  Micrognosis  Programmer's  Toolkit  allows  financial 
institutions  to  access  real-time  market  data  information  from  a 
variety  of  sources  and  to  use  this  information  in  their  own. 
applications. 

- Micrognosis  modifies  its  interfaces  to  the  various 
information  sources  so  that  differences  in  format  and 
presentation  between  one  service  and  another  are 
transparent  to  the  Toolkit  user. 

• The  Toolkit  may  be  used  in  centralized  applications  on  a 
server,  or  for  local  computation  on  individual  workstations. 

• The  Toolkit  consists  of  several  modules  allowing  developers 
to  integrate  proprietary  or  third-party  applications  with  the 
Micrognosis  distribution  and  display  facilities. 

A sample  of  major  projects  performed  by  Micrognosis  follows: 

• During  1989,  Micrognosis  installed  the  first  completely  digital 
trading  floor  for  Union  Bank  of  Switzerland,  St.  Gallen. 

• During  1989,  Micrognosis  installed  its  first  Sun  Intelligent 
Workstation  system  and  acted  as  overall  systems  integrator  for 
Swiss  Bank,  London. 

• During  1988,  Micrognosis  installed  the  largest  all-intelligent 
Workstation  floor  for  Credit  Lyonnais,  Paris. 
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Industry  Markets 


Geographic 

Markets 


• During  1987,  Micrognosis  won  a contract  to  install  the  world's 
largest  trading  floor  at  the  new  headquarters  of  JP  Morgan  in 
New  York. 

• Micrognosis  has  also  recently  sold  systems  to  Morgan  Guaranty 
Trust,  Toronto  Dominion  Bank,  UBS  Securities, 
Commerzebank,  Industrial  Bank  of  Japan,  Mitsui  Bank, 
Shearson  Lehman  Hutton,  and  Prudential-Bache. 


Micrognosis  clients  include  investment  and  commercial  banks, 
securities  firms,  insurance  companies,  and  the  treasury 
departments  of  Fortune  1000  companies. 


Of  the  215  Micrognosis  systems  currently  installed,  approximately 

86  are  in  the  U.S.,  4 in  Canada,  78  in  Europe,  and  47  in  Asia  and 

the  Pacific. 

Micrognosis'  is  organized  into  three  regional  divisions  as  follows: 

• North  America  regional  headquarters  is  located  in  Danbury 
(CT).  Other  offices  are  located  in  Campbell  and  Los  Angeles 
(CA),  Chicago  (IL),  Danbury  (3),  and  New  York  City  (2). 

• Europe  regional  headquarters  is  located  in  London.  Other 
offices  are  located  in  Belgium,  France,  The  Netherlands, 
Switzerland  (2),  and  West  Germany. 

• Asia/Pacific  headquarters  is  located  in  Tokyo.  Other  offices 
are  located  in  Tokyo,  Australia  (4),  Hong  Kong,  New  Zealand, 
and  Singapore. 
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COMPANY  PROFILE 


MICRO  HEALTHSYSTEMS,  INC.  S.M.  Caravetta,  Chairman  and  CEO 
414  Eagle  Rock  Avenue  James  A.  Pesce,  President 

West  Orange,  NJ  07052  Public  Corporation 

(201)731-9252  Total  Employees:  79 

Total  Revenue,  Fiscal  Year  End 
3/31/91:  $10,174,000 


The  Company 


Micro  Healthsystems,  Inc.  provides  financial  and  patient 
applications  software  products,  turnkey  systems,  and  systems 
operations  services  to  the  health  care  industry. 

• The  company  markets  six  Healthcare  Financial  Management 
software  products  for  DEC  computers,  which  are  available  as 
part  of  a turnkey  system,  software  license,  or  processing  service. 
These  operations  contributed  67%  ($6.8  million),  71%  ($5.3 
million),  and  55%  ($2.9  million)  to  Micro  Healthsystems'  total 
revenue  for  fiscal  1991,  1990,  and  1989,  respectively. 

• The  company  also  developed  MedTake™,  a turnkey  bedside 
nurse  charting  system  using  either  a proprietary,  high- 
performance  microcomputer  or  IBM's  Clinical  Workstation. 

This  product  line  contributed  33%  ($3.4  million),  29%  ($2.2 
million),  and  45%  ($2.4  million)  to  Micro  Healthsystems'  total 
revenue  for  fiscal  1991,  1990,  and  1989,  respectively. 

In  October  1990,  Micro  Healthsystems  entered  into  an  agreement 
with  Baxter  Healthcare  Corporation  whereby  Baxter  has  the 
exclusive  right  to  market  MedTake  throughout  the  U.S.  and 
Canada. 

• Under  the  terms  of  the  agreement,  Baxter's  marketing  rights 
extend  through  fiscal  1993.  Baxter  has  guaranteed  minimum 
MedTake  revenues  to  Micro  Healthsystems  of  $10  million  for 
fiscal  1992,  and  $16  million  for  fiscal  1993.  If  minimum  revenues 
are  not  met,  Baxter  will  pay  50%  of  the  short-fall  in  cash  to 
Micro  Healthsystems. 

• Micro  Healthsystems  installs  all  systems  sold  by  Baxter  and 
retains  the  right  to  sell  five-year  software  and  hardware 
maintenance  service  contracts  to  hospitals  that  have  purchased 
MedTake  from  Baxter  (with  Baxter  receiving  a commission  on 
such  contract  sales). 
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In  June  1991,  Micro  Healthsystems  acquired  Administrative 
Information  Systems  Corporation  (AlSCorp)  of  Bridgewater  (NJ) 
for  108,000  shares  of  Micro  Healthsystems  common  stock  plus  the 
assumption  of  certain  liabilities. 

• AlSCorp,  founded  in  1976,  provides  turnkey  systems,  processing 
services,  and  facility  management  services  for  physicians,  medical 
group  practices,  hospital-based  physician  groups,  and  faculty 
practice  plans. 

• AlSCorp  had  approximately  50  employees  at  the  time  of  the 
acquisition  and  revenues  of  $4.8  million  for  the  fiscal  year  ending 
September  30,  1990.  In  the  recent  past,  AlSCorp  has  not  been 
profitable,  in  part  due  to  significant  development  expenditures. 

Micro  Healthsystems'  fiscal  1991  revenue  reached  $10.2  million,  a 
37%  increase  over  fiscal  1990  revenue  of  $7.4  million.  Net  income 
reached  $1.9  million,  compared  to  net  income  of  $911,000  for  fiscal 
1990.  A three-year  financial  summary  follows: 


MICRO  HEALTHSYSTEMS,  INC. 
THREE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

3/91 

3/90 

3/89 

Revenue 

$10,174 

$7,449 

$5,321 

• Percent  increase 
from  previous  year 

37% 

40% 

28% 

Income  before  taxes 

$3,240 

$1,585 

$658 

• Percent  increase 
from  previous  year 

104% 

141% 

N/A 

Net  income 

$1,901 

$911 

$369 

• Percent  increase 
from  previous  year 

109% 

147% 

288% 

Earnings  per  share 

$0.44 

$0.24 

$0.10 

• Percent  increase 
from  previous  year 

83% 

140% 

-- 

Revenue  increases  in  fiscal  1991  were  due  to  increased  collections 
and  price  increases  from  certain  clients. 

Research  and  development  expenditures  were  approximately  $1 
million,  $595,000,  and  $462,000  in  fiscal  1991,  1990,  and  1989, 
respectively,  of  which  approximately  90%  was  related  to  MedTake. 
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As  of  March  31,  1991,  Micro  Healthsystems  had  79  employees, 
segmented  as  follows: 


Sales  and  marketing  7 

Systems  installation  3 

Systems  development  and  programming  19 
Administrative,  accounting,  and 
client  support  50 

79 


Competitors  include  Shared  Medical  Systems,  American  Express 
Information  Systems,  and  HBO  & Company. 

• In  addition,  competition  with  the  company's  MedTake  product 
comes  from  Hospital  Data  Sciences  Corporation,  TDS, 
CliniCom,  and  Johnson  and  Johnson. 

• AJSCorp  competitors  include  CyCare,  IDX  Corporation,  and 
Shared  Medical  Systems. 


Key  Products  and  A three-year  summary  of  source  of  revenue  follows: 

Services 

MICRO  HEALTHSYSTEMS,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
(S  thousands) 


FISCAL  YEAR 

3/91 

3/90 

3/89 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Maintenance  and 
processing 

$5,546 

55% 

$4,580 

61% 

$2,375 

45% 

Other  software  and 
installation  charges 

1,446 

14% 

720 

10% 

399 

7% 

Software  licenses 

1,246 

12% 

762 

10% 

820 

15% 

Equipment  sales 

1,700 

17% 

1,303 

17% 

1,689 

32% 

Interest 

236 

2% 

84 

1% 

38 

1% 

TOTAL* 

$10,174 

100% 

$7,449 

100% 

$5,321 

100% 

Totals  may  not  add  due  to  rounding. 
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Healthcare  Financial  Management: 

These  software  products  are  available  as  a DEC-based  turnkey 
system  or  for  license  to  run  on  the  client's  in-house  computer. 

The  products,  which  may  be  customized  for  specific  client 
requirements,  include  the  following: 

• The  Inpatient  Management  System  (IPMS)  is  marketed  to 
hospitals  and  provides: 

- Computer  generated  patient  registration  and  charts  upon 
admission 

- Tracking  of  medical  records  and  access  to  information  from 
previous  admissions 

- Daily  comparisons  of  patient  charges  with  permitted 
reimbursement  and  reporting  of  associated  costs 

- Charges  for  diagnostic  related  groupings  required  by  federal 
Medicare  regulations  (DRG),  automatic  patient  and  third- 
party  billing,  rebilling  and  follow-up 

- Financial  and  statistical  reporting 

• The  Outpatient  Management  System  (OPMS)  is  marketed  to 
hospital  emergency  rooms  and  clinics  and  other  ambulatory  care 
facilities,  including  mental  health  and  rehabilitation  centers. 
OPMS  functions  include: 

- Outpatient  registration  and  tracking 

- Automatic  billing  to  patients  or  third-party  payors 

- Rebilling  and  follow-up 

- Financial  and  statistical  reporting 

- Emergency  room  logs,  shift  reports,  patient  load  information, 
and  other  statistical  data 

• Integrated  Hospital  Financial  System  (IHFS)  includes  all  the 
features  of  IPMS  and  OPMS  and  also  includes  payroll, 
budgeting,  and  other  accounting  functions. 

• Home  Care  Management  System  (HCMS)  is  marketed  to  home 
health  care  hospitals  and  is  specifically  designed  to  meet 
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information  needs  to  obtain  reimbursement  under  the  federal 
Medicare  program.  Functions  of  HCMS  include  patient  intake 
data,  computerized  treatment  plans  for  each  patient,  billing  and 
accounts  receivable,  and  statistical  reporting. 

• Physicians  Billing  and  Management  System  (PBMS)  is  marketed 
to  hospital-based  and  private  physician  group  practices. 

- Functions  include  patient  registration,  billing,  accounts 
receivable,  rebilling,  follow-up,  and  financial  and  statistical 
reporting. 

- PBMS  performs  the  same  functions  as  the  INFINITY  system 
acquired  with  AlSCorp  earlier  this  year;  however,  Micro 
Healthsystems  will  continue  to  market  both  products. 

• Micro  Healthsystems  also  offers  systems  operations  (facilities 
management)  of  outpatient  billing  and  accounts  receivable  to 
hospitals  using  OPMS. 

MedTake: 

MedTake  3000  is  Micro  Healthsystems'  current  version  of  its 

microcomputer-based  system  using  individual  bedside  terminals  to 

enhance  or  replace  the  patient  chart. 

• MedTake  consists  of  proprietary  terminals  with  simplified 
keyboards  located  at  the  patients'  bedside,  networked  to  a 
proprietary  PC  at  the  nurses'  station  with  a printer  and  software. 
In  May  1990,  the  company  also  began  offering  IBM's  Model  7690 
Clinical  Workstation  as  an  alternative  bedside  unit. 

• MedTake  allows  nurses,  doctors,  and  other  authorized  health 
care  professionals  to  document  and  review  the  essential  elements 
of  patient  care  at  the  bedside,  including  nurse  care  plans; 
medication  control;  admission,  discharge,  and  transfer  interfaces; 
and  pharmacy,  acuity  and  results  reporting  interfaces.  This 
information  is  then  automatically  communicated  to  each  nursing 
station. 

• Future  plans  for  MedTake  include  links  to  ICU/CCU,  migration 
to  UNIX,  and  interfaces  to  Baxter  and  other  vendors'  products. 

• As  of  May  1991,  there  were  bedside  units  installed  for  over  30 
MedTake  clients. 
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AlSCorp: 

This  subsidiary  provides  turnkey  systems,  processing  services,  and 
systems  operations  (facilities  management)  services  to  physicians, 
medical  group  practices,  hospital-based  physician  groups,  and 
faculty  practice  plans. 

AlSCorp's  Infinity™  (for  the  IBM  AS/400)  and  Infinity/X  (for  the 
IBM  RS6000)  turnkey  systems  provide  computerized  billing, 
administrative,  marketing,  patient  care,  and  financial  management 
support. 

• After  a one-time  installation  and  training  fee  and  a 90-day 
warranty  on  hardware  and  software,  annual  hardware  and 
software  maintenance  contracts  are  available  through  AlSCorp. 

AlSCorp  provides  products  and  services  to  over  3,000  physicians 
and  currently  manages  physicians'  billing  services  at  hospitals  such 
as  Mt.  Sinai  Medical  Center  (New  York,  NY),  St.  Luke's  Roosevelt 
Hospital  (New  York,  NY),  and  Johns  Hopkins  Hospital 
(Baltimore,  MD). 

Customer  Support: 

Micro  Healthsystems  have  a three-level  service  organization  to 
provide  installation  and  support  services  to  its  clients. 

• External  Client  Services,  the  first  level,  includes  developing 
target  installation  dates  and  site  surveys. 

# 

• Technical  Installation,  the  second  level,  includes  installation  of 
computer  hardware  and  system  software. 

• Internal  Client  Services,  the  third  level,  provides  telephone 
technical  support  to  clients  24  hours  a day,  365  days  per  year. 


One  hundred  percent  of  Micro  Healthsystems'  revenue  is  derived 
from  the  medical  industry. 

During  fiscal  1991,  The  University  of  Medicine  and  Dentistry  of 
Newark,  and  Jersey  Medical  Center  of  Jersey  City  accounted  for 
approximately  19.2%  and  15.6%  of  Micro  Healthsystems'  total 
revenue. 
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INPUT  estimates  that  the  majority  of  Micro  Healthsystems'  fiscal 
1991  revenue  was  derived  from  the  U.S.  and  the  remainder  from 
Canada. 

In  addition  to  its  headquarters  in  West  Orange  (NJ),  the  company 
has  an  office  in  Bridgewater  (NJ). 
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COMPANY  PROFILE 


MICRO-MRP,  INC.  David  Meyer,  President 

Century  Plaza  1 Wholly  Owned  Subsidiary  of  Kewill  Systems 

First  Floor  Total  Employees:  40 

1065  East  Hillsdale  Boulevard  Total  Revenue,  Fiscal  Year  End 

Foster  City,  CA  94404  12/31/89:  $5,166,000 

(415)  345-6000 


The  Company 

Micro-MRP  develops  and  markets  IBM  and  compatible 
microcomputer  software  products  and  turnkey  systems  for  MRPII 
manufacturing  and  financial  control  applications. 

• Micro-MRP,  founded  in  1983,  was  acquired  by  ASA 
International,  Inc.  in  November  1987. 

• Micro-MRP  operated  as  a subsidiary  of  ASA  until  January 
1990,  when  it  was  acquired  from  ASA  by  Kewill  Systems  PLC 
(U.K.). 

According  to  ASA's  1989  Annual  Report,  Micro-MRP  had  1989 
revenue  of  $5.2  million,  a 14%  increase  over  1988  revenue  of  $4.5 
million.  Net  income  was  $568,000,  compared  to  net  income  of 
$712,000  for  1988. 

As  of  December  1989,  Micro-MRP  had  40  employees.  The 
company  currently  has  about  40  employees. 

Key  Products  and 
Services 

Approximately  80%  of  Micro-MRP's  1989  revenue  was  derived 
from  software  products,  10%  from  turnkey  systems,  and  10%  from 
custom  implementation  professional  services. 

Micro-MAX  MRP™  is  a MRPII  manufacturing  and  financial 
control  software  product  for  IBM  and  compatible  microcomputers 
and  networks  targeted  to  small-to-medium  make-to-stock 
(repetitive)  manufacturers. 

• This  closed-loop  system  is  targeted  primarily  to  independent 
companies  and  divisions  of  larger  corporations  with  sales  under 
$25  million  per  year. 

• Modules  are  available  for  Bill  of  Materials,  Inventory  Control, 
Physical  Inventory,  EDI,  Master  Scheduling,  MRP,  Purchasing 
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Control,  Shop  Floor  Control,  Repetitive  Manufacturing, 
Costing,  Management  Performance  Reporting,  Corporate 
Consolidation,  Labor  Tracking,  General  Ledger,  Sales  Order 
Entry,  Configurator,  Accounts  Receivable,  Accounts  Payable, 
and  ad-hoc  report  writing.  A micro-to-mainframe  interface  is 
also  available. 

• MAX  is  available  to  clients  as  a software  product  or  as  a 
turnkey  system  with  hardware  and  software.  Software  modules 
range  in  price  from  $495  to  $5,995. 

• There  are  currently  over  2,800  systems  installed. 

Micro-MRP  offers  Tailored  Implementation  and  Planning 
Services  (TIPS™).  These  customized  services  include  hardware 
and  technology  consulting,  project  planning,  and  on-site  training. 


One  hundred  percent  of  Micro-MRP's  revenue  is  derived  from 
manufacturers. 

Clients  include  Allen-Bradley,  Bausche  & Lomb,  Baxter  Travenol, 
Boeing,  Caterpillar  Tractor,  Chrysler,  Eastman  Kodak,  Sprint, 
Hughes  Aircraft,  Martin  Marietta,  and  Westinghouse. 


The  majority  of  Micro-MRP's  1989  revenue  was  derived  from  the 
U.S. 

• The  company  has  expanded  the  sale  of  its  products  to  Canada. 

• Micro-MRP  products  are  currently  being  marketed  outside  the 
U.S.  by  distributors  located  in  18  countries  worldwide. 

In  addition  to  its  office  in  Hillsdale  (CA),  the  company  has  U.S. 
sales  offices  in  Seattle  (WA)  and  Boston  (MA). 
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MICROPRO  INTERNATIONAL 
CORPORATION 

33  San  Pablo  Avenue 
San  Rafael,  CA  94903 
(415)  499-1200 


Leon  Williams,  President  and  CEO 
Public  Corporation,  OTC 
Total  Employees:  285  (Full-Time) 
Total  Revenue,  Fiscal  Year  End 
8/31/87:  $41,332,000 


The  Company  MicroPro  International  Corporation,  founded  in  1978  by  Seymour 

Rubinstein,  develops,  markets,  and  supports  its  WordStarR  family 
of  Personal  Communications  Processing  (word  processing) 
software  products  for  microcomputers.  To  date,  the  company  has 
shipped  more  than  three  million  products  worldwide. 

During  the  fourth  quarter  of  1986,  MicroPro  implemented  a major 
reorganization  designed  to  improve  profitability,  provide  better 
customer  support,  and  gain  market  share.  MicroPro  has  refocused 
its  efforts  from  development  and  support  of  a broad  product  base, 
which  included  spreadsheet,  data  base,  project  management,  and 
word  processing  products,  to  concentrate  on  word  processing,  the 
company's  area  of  greatest  strength. 

• Several  of  the  people  who  served  as  executive  officers  during 
fiscal  1986  terminated  their  employment  with  the  company  and 
a new  management  team  was  put  in  place. 

• A European  subsidiary  was  reorganized,  and  the  domestic 
workforce  was  reduced  by  approximately  20%. 

• Expenses  relating  to  the  1986  reorganization  totaled  $845,000. 

Fiscal  1987  revenue  reached  $41.3  million,  an  8%  increase  over 
fiscal  1986  revenue  of  $38.2  million.  During  fiscal  1987  the 
company  achieved  net  income  of  $2.9  million,  compared  to  a net 
loss  of  over  $1.2  million  for  fiscal  1986.  A five-year  financial 
summary  follows: 
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MICROPRO  INTERNATIONAL  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

8/87 

8/86 

8/85 

8/84 

8/83 

Revenue 

• Percent  increase 

$41,332 

$38,230 

$42,649 

$66,945 

$43,789 

(decrease)  from 
previous  year 

8% 

(10%) 

(36%) 

53% 

96% 

Income  (loss)  before 
taxes 

• Percent  increase 

$3,950 

$(2,532) 

$23 

$10,966 

$7,042 

(decrease)  from 
previous  year 

256% 

★ 

(100%) 

56% 

★ 

Net  income  (loss) 

• Percent  increase 

$2,906 

$(1,231) 

$207 

$5,795 

$4,390 

(decrease)  from 
previous  year 

336% 

★ 

(96%) 

32% 

405% 

Earnings  (loss)  per 
share 

• Percent  increase 

$0.22 

$(0.10) 

$0.02 

$0.49 

$0.38 

(decrease)  from 
previous  year 

320% 

(600%) 

(96%) 

29% 

338% 

* Percent  change  exceeds  1,000%. 


The  increase  in  fiscal  1987  revenue  resulted  primarily  from  a 20% 
increase  in  domestic  sales,  which  was  partially  offset  by  a 9% 
decline  in  international  sales. 

• The  rise  in  domestic  revenue  reflects,  in  part,  the  introduction 
of  WordStar  Professional  Release  4,  the  newly  updated  version 
of  WordStar.  During  fiscal  1987,  approximately  176,000  units 
of  Release  4 were  shipped. 

• Domestic  end  user  sales  increased  substantially  during  fiscal 
1987,  reflecting  update  revenue  and  the  resale  of 
complementary  software  products  licensed  from  other  vendors. 
This  increase  was  partially  offset  by  declines  in  retail  (dealers 
and  distributors)  and  OEM  revenues. 

• The  decline  in  international  revenue  was  primarily  due  to  lower 
sales  volumes  in  France,  Germany,  and  Japan,  and  the  effects 
of  the  declining  value  of  the  U.S.  dollar.  The  decline  in  sales 
volumes  reflects  increased  competition  in  the  European 
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markets,  lower  OEM  development  revenue  in  Japan,  and  the 
closure  of  the  French  subsidiary  and  replacement  by  an 
exclusive  distributor.  The  decline  was  partially  offset  by  higher 
unit  sales  in  the  U.K. 

MicroPro  management  attributes  fiscal  1987  net  income  to  the 
following: 

• Operating  expenses  declined  4%  in  fiscal  1987. 

- General  and  administrative  expenses  declined  29%  due  to 
the  reversal  of  a $1  million  reserve  that  had  been  established 
in  prior  years  for  California  sales  tax  (for  payments  for  the 
right  to  copy  and  reproduce  software),  lower  legal  costs,  and 
lower  bad  debt  expense. 

- Research  and  development  costs  were  approximately  $5.8 
million  in  fiscal  1987,  $5.9  million  in  fiscal  1986,  and  $8.3 
million  in  fiscal  1985.  The  decrease  in  fiscal  1987  is 
primarily  due  to  the  capitalization  of  software  development 
costs. 

• Non-operating  income  increased  $942,000  during  fiscal  1987, 
primarily  due  to  currency  gains  resulting  from  the  effects  of  the 
declining  value  of  the  U.S.  dollar. 

Revenue  for  the  three  months  ending  November  30,  1987  reached 
$10.3  million,  a 23%  increase  over  $8.4  million  for  the  same 
period  in  1986.  Net  income  was  $9,000,  compared  to  net  income 
of  $26,000  for  the  same  period  a year  ago. 

• MicroPro  management  states  that  fiscal  1988  first  quarter 
results  were  adversely  affected  by  delays  in  receiving  printed 
materials  and  documentation  for  the  company's  newest  product, 
WordStar  2000  Plus  Release  3.  As  a result,  MicroPro 
experienced  delays  in  some  shipments  of  the  product  and  ended 
the  quarter  with  a backlog  of  over  $700,000. 

Recent  acquisitions  made  by  MicroPro  include  the  following: 

• In  November  1987  MicroPro  acquired  a word  processing  layout 
and  graphics  product  for  the  Apple  Macintosh  microcomputer 
from  Challenger  Software  of  Homewood  (IL).  The  terms  of  the 
agreement  provide  for  payments  totaling  approximately  $3 
million  over  a period  of  36  months  and  includes  joint 
development  and  marketing  activities.  MicroPro  expects  the 
product  will  be  brought  to  market  in  the  first  half  of  calendar 
1988. 
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• In  October  1986  MicroPro  purchased  the  product  base  of 
NewWord,  a word  processing  product,  for  Newstar  Software, 
Inc.  for  $3.1  million.  MicroPro's  most  recent  update  of 
WordStar  (WordStar  Professional  Release  4)  incorporates 
features  from  NewWord  together  with  earlier  WordStar 
versions. 

As  of  August  1987  MicroPro  had  285  full-time  and  59  temporary 
employees.  The  company  currently  has  283  full-time  employees, 
segmented  as  follows: 


Marketing,  sales,  and 

customer  service 

148 

Product  development, 

translation,and 

documentation 

59 

Operations 

52 

Finance 

24 

283 

MicroPro's  primary  competitors  include  Ashton-Tate,  IBM,  Lotus 
Development  Corporation,  Microsoft  Corporation,  WordPerfect, 
and  Software  Publishing  Corporation. 


and  One  hundred  percent  of  MicroPro's  fiscal  1987  revenue  was 
derived  from  the  company's  various  word  processing  software 
products. 

• Since  its  inception  MicroPro  has  delivered  over  three  million 
units  of  its  products. 

• Approximately  576,000  units  of  its  products  were  shipped  in 
fiscal  1987. 

WordStar  Professional  Release  4 is  the  current  version  of  the 
original  WordStar,  which  was  introduced  in  1979.  Various 
versions  of  WordStar  are  available  for  use  on  a range  of  8-bit  and 
16-bit  microcomputers  offered  by  major  manufacturers,  including 
IBM  (and  IBM  compatible  microcomputers),  Heath/Zenith, 
Hewlett-Packard,  and  Kaypro. 

• WordStar  is  available  in  11  foreign  languages,  including  all  of 
the  major  European  languages. 

• WordStar  Professional  Release  4 includes  an  improved  spell 
checker,  a thesaurus,  a 14-function  math  calculator,  and 
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macros,  along  with  previously  integrated  functions  such  as 
MailMerge  (for  customized  mass  mailings)  and  an  indexing 
function  for  automatic  generation  of  indices  and  tables  of 
contents. 

- WordStar  Professional  Release  4 was  released  to  the  U.S. 
market  in  February  1987.  British  and  German  versions  of 
the  product  began  shipping  in  March  and  June  1987, 
respectively.  The  product  will  be  released  in  Italy,  Sweden, 
Denmark,  and  France  in  fiscal  1988. 

- The  product  has  a U.S.  suggested  retail  price  of  $495. 

• In  August  1987,  the  company  began  shipping  an  update  of 
WordStar  to  the  CP/M  market  (WordStar  CP/M  Edition, 
Release  4).  This  product  is  available  as  an  upgrade  for  $89. 

• The  Release  4 update  has  been  well  received  in  the 
marketplace  and  approximately  176,000  units  were  shipped 
worldwide  in  fiscal  1987. 

• Another  major  update,  WordStar  Professional  Release  5,  is 
scheduled  to  be  released  in  the  U.S.  and  Europe  in  fiscal  1988. 

WordStar  2000  Plus  Release  3,  first  shipped  in  November  1987,  is 
a major  update  to  MicroPro's  WordStar  2000  product  for  16-bit 
IBM  and  compatible  microcomputers.  The  product  is  used  to 
produce  professional  looking  newsletters,  reports,  correspondence, 
and  presentations. 

• WordStar  2000  Plus  Release  3 is  a personal  communications 
processing  product  that  combines  a word  processing  core 
program  with  companion  products  tailored  to  the  needs  of  users 
in  specific  markets.  WordStar  2000  Plus  Release  3 is  available 
initially  in  two  editions:  a Personal  Edition  and  a Legal 
Edition. 

- The  WordStar  2000  Plus  Release  3 core  program  includes 
speed  and  performance  enhancements,  a thesaurus,  line  and 
paragraph  numbering,  font  downloading,  Inset  (for 
inserting/editing  graphics),  and  StarExchange  (for 
exchanging  documents  with  other  word  processors). 

- The  Personal  Edition  includes  the  core  program  and 
ShowText  (for  creating  presentations),  Fill-a-Form  (for 
filling  in  preprinted  forms),  and  PC  Outline  (for  outlining 
documents).  Its  U.S.  suggested  retail  price  is  $495. 
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- The  Legal  Edition  includes  the  core  program  and 
CompareRite  (for  comparing  documents),  CiteRite  (for 
checking  legal  citations),  Fill-a-Form,  a thesaurus,  and  a 
legal  dictionary.  Its  U.S.  suggested  retail  price  is  $595. 

- The  company  is  planning  European  releases  of  the  Personal 
Edition  in  fiscal  1988,  and  is  considering  entering  other 
vertical  markets,  including  medical  and  scientific  and 
engineering. 

• WordStar  2000  Plus  was  originally  introduced  in  the  U.S.  in 
November  1984  and  has  been  translated  into  German,  French, 
Japanese,  and  Italian.  An  update,  WordStar  2000  Plus  Release 
2,  began  shipping  in  the  U.S.  and  the  U.K.  in  fiscal  1986  and 
was  released  in  Germany,  France,  and  Italy  in  fiscal  1987. 

- WordStar  2000  Plus  features  include  an  on-line  spelling 
corrector,  keystroke  glossary,  windows,  sorting,  document 
history,  automatic  reformatting,  Lotus  1-2-3  support,  laser  jet 
support,  DCA  conversion,  multiple  columns, 
telecommunication  functions,  Starlndex,  and  a mail  list  data 
base. 

- In  fiscal  1987,  to  streamline  the  company's  product  line, 
WordStar  2000  was  discontinued  and  the  U.S.  suggested 
retail  price  of  WordStar  2000  Plus  was  reduced  to  $495  from 
$595. 

- In  February  1988  MicroPro  announced  an  OS/2  version  of 
WordStar  2000. 

Easy  was  developed  for  the  first-time/infrequent  word  processing 

user  and  is  available  for  use  on  16-bit  IBM  and  compatible 

microcomputers.  Easy  was  originally  introduced  in  the  U.S.  in 

August  1985  and  in  the  U.K.,  Germany,  and  France  in  fiscal  1986. 

Easy  Extra  Release  1.5  is  the  current  available  version  of  Easy. 

• Easy's  features  include  a spelling  corrector,  an  undo  command, 
and  a search  and  replace  function. 

• The  product  was  last  updated  in  June  1986,  at  which  time  Easy 
Extra  was  introduced,  adding  a mailing  list  manager  and  a 
mailmerge  function. 

• In  fiscal  1987  Easy  and  Easy  Extra  were  released  for  British, 
German,  French,  Italian,  Swedish,  and  Norwegian  markets. 

The  products  are  marketed  in  Europe  under  various  product 
names. 
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• During  fiscal  1987  the  company  discontinued  selling  Easy  as  a 
standalone  product  in  the  domestic  market  and  the  U.S. 
suggested  retail  price  of  Easy  Extra  was  reduced  to  $99  from 
$149. 

During  fiscal  1987  MicroPro  began  licensing  several 
complementary  word  processing  software  products  for  resale 
directly  to  the  company's  installed  user  base.  Products  include  the 
following: 

• Grammatek  II,  a grammer  checker  from  Reference  Software, 
Inc. 

• VP  Planner,  a spreadsheet  from  Paperback  Software. 

• Graph-in-The-Box,  a business  graphics  program  from  New 
England  Software. 

• Sidekick,  a RAM  resident  utility  from  Borland  International. 

• Medical  and  financial  dictionaries  from  Houghton-Mifflin  and 
Microlytics. 

• These  add-on  products  range  in  price  from  $49  to  $129.95. 

During  fiscal  1988  MicroPro  intends  to  expand  its  development 
efforts  to  include  IBM's  OS/2,  Macintosh,  and  UNIX 
environments. 

Prior  to  fiscal  1986,  MicroPro  also  marketed  data  and  decision 
support  products,  including  InfoStar,  SuperSort,  and  CalcStar. 
Effective  September  1,  1985,  production  of  these  products  for  the 
U.S.  retail  market  was  discontinued.  In  fiscal  1986  MicroPro 
discontinued  selling  ChartStar,  a presentation  graphics  program. 

MicroPro  provides  a range  of  support  services  and  materials  to  its 
customers  as  follows: 

• Direct  and  third  party  dealers  and  distributors  receive  training, 
technical  assistance,  and  support  materials  from  the  company's 
field  sales  representatives  and  field  support  personnel. 

- In  addition,  MicroPro  provides  technical  support  services  to 
dealers  and  distributors  through  telephone  hotlines  at 
MicroPro  headquarters.  A technical  newsletter  is  available 
to  assist  dealers  and  distributors  in  supporting  their 
customers. 
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- Value  added  dealers  have  their  own  toll-free  Preferred 
Dealer  support  line. 

- MicroPro  also  provides  merchandising  aids,  including  self- 
operating  dealer  demonstrations  of  products,  sample 
products,  and  point-of-sale  materials. 

- MicroPro  participates  in,  and  assists  dealers  and  distributors 
with,  local  trade  shows,  training  road  shows,  and  national 
support  through  accredited  training  centers. 

• End  users  receive  the  support  of  local  dealers  trained  through 
the  programs  discussed  above  as  well  as  through  telephone 
lines  providing  access  to  technical  support  personnel  at 
MicroPro's  headquarters. 

- MicroPro  has  invested  over  $1  million  in  improving  its 
customer  service  and  update  business  by  implementing  a new 
automated  customer  information  system  to  track  customer 
requests  and  orders  more  efficiently,  installing  a new 
automatic  call  directing  system  to  route  customers  to  the 
proper  service  or  order  processing  representative,  and 
expanding  its  customer  service  staff. 

- For  purchasers  of  WordStar  2000  Plus  Release  3 and  future 
products,  the  company  will  provide  seven-day,  toll-free 
service  for  the  life  of  the  release,  plus  six  months  thereafter. 


MicroPro’s  products  are  used  by  microcomputer  users  for  business 
and  personal  applications. 

A three-year  summary  of  source  of  revenue  by  sale  entity  follows: 
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MICROPRO  INTERNATIONAL  CORPORATION 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

8/87 

8/86 

8/85 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

U.S.  - Retail 

$18.7 

45% 

$20.2 

53% 

$25.4 

59% 

U.S.-OEM 

4.8 

12% 

5.1 

13% 

5.8 

14% 

End  user  sales 

6.0 

14% 

- 

- 

- 

- 

Europe 

8.9 

22% 

9.5 

25% 

9.2 

22% 

Japan 

2.9 

7% 

3.4 

9% 

2.3 

5% 

TOTAL 

$41.3 

100% 

$38.2 

100% 

$42.7 

100% 

Major  retailers  of  MicroPro's  products  include  Computerland, 
Entre’,  Businessland,  Inacomp,  Aeeco,  Egghead  Software, 
MicroAge,  and  Software  City,  among  others. 

• Unit  sales  in  the  company's  domestic  retail  market  increased 
approximately  25%  over  the  prior  year.  Revenues  declined 
slightly,  however,  reflecting  lower  prices  and  company 
promotions  (primarily  a limited  rebate  offer  on  WordStar 
Professional  Release  4). 

MicroPro  management  states  that  during  the  slowdown  in  growth 
in  the  microcomputer  industry,  a dominance  of  the  hardware 
market  by  IBM  and  compatible  systems  was  established.  This 
dominance  was  gained  at  the  expense  of  other  microcomputer 
hardware  companies,  many  of  whom  were  OEM  customers  of 
MicroPro. 

• Sales  to  OEMs  have  declined  for  three  consecutive  years, 
decreasing  6%  in  fiscal  1987,  12%  in  fiscal  1986,  and  64%  in 
fiscal  1985,  compared  with  prior  years.  However,  the  MicroPro 
product  line  continues  to  support  OEM  customers,  including 
Heath/Zenith,  Kaypro,  Hewlett-Packard,  and  Tandy. 
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Geographic  Approximately  67%  of  MicroPro's  fiscal  1987  revenue  was  derived 

Markets  from  the  U.S.  and  33%  was  derived  from  international  sources.  A 

three-year  summary  of  source  of  revenue  follows: 

MICROPRO  INTERNATIONAL  CORPORATION 
THREE-YEAR  GEOGRAPHICAL  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

8/87 

8/86 

8/85 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

U.S. 

$27.5 

67% 

$23.0 

60% 

$29.1 

68% 

International 

13.8 

33% 

15.2 

40% 

13.5 

32% 

TOTAL 

$41.3 

100% 

$38.2 

100% 

$42.6 

100% 

MicroPro  has  sales  offices  located  in  Dallas,  Chicago,  Atlanta 
(GA),  Burlington  (MA),  Chicago  (IL),  Newport  Beach  and  San 
Francisco  (CA),  Secaucus  (NJ),  and  Washington,  D.C. 

MicroPro  has  subsidiaries  in  West  Germany,  Ireland,  the  U.K., 
and  Japan.  The  company's  subsidiaries  in  Italy  and  France  are  in 
the  process  of  being  closed  and  sales  in  those  countries  are  being 
handled  by  exclusive  distributors. 

• MicroPro  also  has  exclusive  distributor  arrangements  in 
Sweden,  Denmark,  and  Australia. 

• The  subsidiaries  in  Ireland  and  Japan  provide  research  and 
development  support  and  manufacturing  and  distribution 
facilities. 

• The  structure  of  the  international  market  varies  from  country  to 
country.  Generally,  retail  stores  are  not  as  well  established  and 
there  is  greater  reliance  on  distributors. 

• In  Europe  the  company’s  business  is  oriented  to  both 
distributors  and  OEMs,  while  in  Japan  OEM  sales  have  been  a 
significant  factor.  The  Japanese  subsidiary  also  performs 
special  development  projects  for  major  OEMs. 


Page  10  of  11 


Copyright  1988  by  INPUT,  Reproduction  Prohibited. 


February  1 988 


MICROPRO  INTERNATIONAL  CORPORATION 


INPUT 


Computer  MicroPro  uses  a variety  of  microcomputers  for  product 

Hardware  and  development. 

Software 
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FINANCIAL  UPDATE  TO  PROFILE  DATED  JUNE  1984 


c 


Seymour  I.  Rubinstein,  Chairman 
Emeritus 

H.  Glen  Haney,  President  and  CEO 
Public  Corporation,  OTC 
Total  Employees:  291  (Full-Time) 
Total  Revenue,  Fiscal  Year  End 
8/31/85:  $42,649,000 


MICROPRO  INTERNATIONAL 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


(a)  Fiscal  1983  financials  have  been  restated  to  make  the  revenue  recognition 
policies  of  one  of  MicroPro's  foreign  subsidiaries  consistent  with  policies 
employed  by  the  rest  of  the  consolidated  group. 


MICROPRO  INTERNATIONAL 
CORPORATION 

33  San  Pablo  Avenue 
San  Rafael,  CA  94903 
(415)  499-1200 
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MicroPro  management  attributes  the  decline  in  revenue  from  fiscal  1984  to 
1985  to  the  following: 

A continued  slowdown  in  the  growth  of  microcomputer  hardware  sales. 

Increased  competition  in  the  word  processing  market. 

A reduction  in  sales  to  OEMs,  reflecting  the  OEMs'  declining  success  in 
selling  their  hardware  against  IBM. 

Revenue  for  the  three  months  ending  November  30,  1985  was  $10.4  million, 
compared  to  $11.7  million  for  the  same  period  a year  ago.  Net  income  was 
$657,000  compared  to  net  losses  of  $620,000  for  the  first  quarter  of  fiscal 
1 985. 


SOURCE  OF  REVENUE 

• One  hundred  percent  of  MicroPro's  fiscal  1985  revenue  was  derived  from 
application  software  products  for  microcomputers. 


• A three-year  summary  of  source  of  revenue  by  sales  entity  follows 
($  millions): 


^\FISCAL  YEAR 

8/85 

8/84 

8/83 

ITEM 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Revenue 

Percer 
of  Total 

U.S.  - Retail 

$25.4 

59% 

$32.0 

48% 

$27.6 

63% 

U.S.  - OEM 

5.8 

14 

16.1 

24 

10.7 

24 

Europe 

9.2 

22 

1 1.6 

17 

3.4 

8 

Japan 

2.3 

5 

7.3 

II 

2.1 

5 

Total 

$42.7 

100% 

$67.0 

100% 

$43.8 

100% 

KEY  PRODUCTS  AND  SERVICES 


• MicroPro  has  refocused  its  efforts  from  the  development  and  support  of  a 
broad  product  base  (including  spreadsheet,  data  base,  project  management, 
financial  planning,  and  word  processing  products)  to  concentrate  on  word 
processing  software  for  business  users.  MicroPro  will  concentrate  on  word 
processing  products  for  IBM  and  compatible  microcomputers  running  under 
PC-DOS  and  MS-DOS  in  American-English,  British-English,  French,  German, 
and  Japanese. 
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MicroPro's  U.S.  product  line  has  decreased  from  over  20  products 
available  in  over  200  different  formats  at  August  31,  1984,  to  seven 
products  and  less  than  20  formats  at  August  31,  1985. 

Certain  products  discontinued  in  the  U.S.  market  continue  to  generate 
demand  in  international  markets  and  may  continue  to  be  sold  and 
supported  by  MicroPro's  foreign  subsidiaries  and  distributors.  These 
products  include  StarCardT  M- , lnfoStarT  M-,  lnfoStarT  M- +,  SuperSort®  , 
ProSolutions,  and  CalcStar®  . 

• MicroPro's  current  U.S.  product  line  includes  the  following: 

WordStar®  . 

WordStar  Professional,  which  integrates  WordStar  with  CorrectStar®  , 
MailMerge®  , and  Starlndex®  . 

WordStar  2000,  introduced  in  October  1984,  for  corporate  users. 

WordStar  2000  Plus,  which  integrates  TelMerge®  (a  telecommunica- 
tions package),  Starlndex,  and  a mail  list  data  base. 

EASYt,m'  , introduced  in  July  1985,  is  a word  processing  product  for 
first-time  computer  users.  A companion  product,  EASYMAIL™'  , 
provides  mailing  list  functions. 

TelMerge. 

ChartStarT  M- , a presentation  graphics  program. 
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COMPANY  HIGHLIGHT 


MICROPRO  INTERNATIONAL 
CORPORATION 

33  San  Pablo  Avenue 
San  Rafael,  CA  94903 
(415)  499-1200 


Seymour  I.  Rubinstein,  Chairman 
Emeritus 

H.  Glen  Haney,  President  and  CEO 
Public  Corporation,  OTC 
Total  Employees:  341 
Total  Revenue,  Fiscal  Year  End 
8/31/83:  $44,925,000 


THE  COMPANY 

• MicroPro,  founded  in  1978  by  Seymour  Rubinstein,  designs,  manufactures,  and 
distributes  systems  and  applications  microcomputer  software  products. 

• The  company  made  an  initial  public  offering  in  March  1984,  of  2.2  million 
shares  of  common  stock,  1.3  million  of  which  were  sold  by  the  company  and 
880,000  by  the  selling  stockholders.  Net  proceeds  to  the  company  will  ini- 
tially be  added  to  working  capital  and  will  subsequently  be  used  for  general 
corporate  purposes  including  product  research  and  development,  expansion  of 
domestic  and  international  marketing,  and  possible  acquisition  of  additional 
products  or  companies. 

• Fiscal  1983  revenue  reached  $44.9  million,  a 101%  increase  over  fiscal  1982 
revenue  of  $22.3  million.  Net  income  for  fiscal  1983  was  $4.9  million  as 
compared  with  net  losses  of  $1.4  million  in  fiscal  1982.  A five-year  financial 
summary  follows: 
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MICROPRO  INTERNATIONAL 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


~~  ' ^_____^FISCAL  YEAR 

8/83 

8/82 

8/81 

8/80 

8/79 

ITEM  ~~~ 

Revenue 

$44,925 

$22,312 

$4,435 

$ 

1,490 

$ 367 

. Percent  increase 

from  previous  year 

101% 

403% 

198% 

306% 

N/A 

Income  (loss)  from 

continuing  operations 
before  taxes 
. Percent  increase 

$ 

8,023 

$ (342) 

$ 

463 

$ 

245 

$ (54) 

(decrease)  from 
previous  year 

(a) 

(174%) 

89% 

554% 

N/A 

Income  (loss)  from 

continuing  operations 
after  taxes 
. Percent  increase 

$ 

4,280 

$ (357) 

$ 

207 

$ 

113 

$ (54) 

(decrease)  from 
previous  year 

(a) 

(272%) 

83% 

309% 

N/A 

(Loss)  from  discontinued 

$ 

$ 

operations 

- 

$ (1,083) 

(157) 

(82) 

- 

Net  income  (loss) 

$ 

4,887 

$ (1,440) 

$ 

50 

$ 

31 

$ (54) 

. Percent  increase 

(decrease)  from 
previous  year 

439% 

(a) 

61% 

157% 

N/A 

Earnings  (loss)  per 

share  from  continuing 
operations 
. Percent  increase 

$ 

0.37 

$ (0.04) 

$ 

0.02 

$ 

0.01 

$ (0.01) 

(decrease)  from 
previous  year 

103% 

(300%) 

100% 

200% 

N/A 

Net  earnings  (loss  ) per 

$ 

$ (0.16) 

$ 

$ (0.01) 

share  (b) 

. Percent  increase 

0.42 

0.01 

(decrease)  from 
previous  year 

363% 

(a) 

N/A 

N/A 

N/A 

(a)  Percent  change  from  previous  year  exceeds  1 ,000%. 


(b)  Earnings  per  share  for  all  reported  periods  have  been  restated  to  reflect  the 
Common  Stock,  Restricted  Common  Stock,  and  Common  Stock  Equivalents 
issued  in  the  1 2-month  period  prior  to  January  1 984. 
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• In  August  1982  MicroPro  discontinued  the  manufacture  and  the  distribution  of 
its  line  of  microcomputer  hardware  and  related  peripherals.  The  above 
financials  have  been  reclassified  to  segregate  the  results  of  this  segment. 

• Management  attributes  its  fiscal  1983  revenue  growth  to  increased  revenue  in 
each  of  its  distribution  channels  including:  dealers,  distributors,  OEMs,  and 
international  customers;  the  reduction  in  the  company's  workforce  from  409 
employees  in  1982  to  341  employees  in  1983;  as  well  as  organizational  and 
management  changes,  including  the  following: 

Many  management  and  administrative  positions  were  eliminated  and 
the  company's  organizational  structure  was  streamlined  by  reducing 
reporting  levels  and  overlapping  functions;  improving  internal  controls; 
and  installing  new  accounting  and  management  information  systems. 

Printing,  disk  duplication,  and  some  product  assembly  tasks  were 
subcontracted  to  third  parties. 

• Revenue  for  the  nine  months  ending  May  31,  1984  was  $55.1  million,  a 93% 
increase  over  $28.6  million  for  the  same  period  in  1983.  Net  income  for  the 
period  was  $6.7  million,  compared  with  $1.9  million  in  1983. 

• As  of  August  31,  1983,  MicroPro  had  341  employees.  As  of  June  15,  1984,  the 
company  had  400  permanent  employees  segmented  as  follows: 


Marketing 

58 

Sales  and  sales  support 

68 

Product  development 

81 

Warehousing  and  distribution 

28 

International  operations 

1 14 

General  and  administrative 

JLL 

400 

• Major  competitors  include  VisiCorp,  Microsoft,  Ashton-Tate,  Software  Pub- 
lishing, and  Lotus  Development  Corporation. 

KEY  PRODUCTS  AND  SERVICES 

• One  hundred  percent  of  MicroPro's  fiscal  1983  revenue  was  derived  from  the 
sale  of  its  line  of  applications  and  systems  microcomputer  software  including 
word,  data,  support,  and  customization  products. 

• MicroPro's  products  currently  run  on  over  150  different  microcomputers.  A 
listing  of  products  and  the  major  hardware  that  they  run  on  is  provided  in  the 
exhibit. 

• MicroPro's  products  are  as  follows: 
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PRODUCT 

PRODUCT 

OPERATING 

CATEGORY 

DESCRIPTION 

SYSTEMS 

HARDWARE(I) 

WORD  PRODUCTS 

WordStar 

Leading  word  processing  program; 

PC-DOS 

IBM  PC(3),  Apple  II,  lie,  11+ and 

available  in  8 foreign  languages. 

MS-DOS 

III,  HP  125  and  150(4), 

CP/M-80 

KAYPRO  II,  DEC  VT-18X  and 

SpellStar(  2) 

Automatic  spelling  verification  of 

CP/M-86 

Rainbow,  Xerox  820,  Tl  Profession- 

documents  created  with  WordStar. 

Concurrent 

al,  Sanyo  MBC  1000  and  2000, 

CP/M 

NCR  11(4),  TeleVideo  801 . 

CorrectStar(5)  .... 

Word  spelling  checker. 

MailMerge 

Text  and  data  merging  program;  generates 
personalized  form  letters,  invoices, 
mailing  labels. 

Starlndex 

Used  with  WordStar  to  create  alphabetized 
index,  table  of  contents,  lists  of  tables  and 
figures. 

StarCard  (6) 

WordStar  (or  InfoStar)  packaged  with 
CP/M  operating  system  for  use  on 
Apple  1 1 computers. 

DATA  PRODUCTS 

InfoStar 

Creates  and  manages  data  files  without 

PC-DOS 

IBM  PC(3),  Apple  II,  lie,  11+ and 

requiring  sophisticated  programming 

MS-DOS 

III,  HP  125,  KAYPRO  II,  NCR  II, 

skills. 

CP/M-80 

DEC  VT-18X  and  Rainbow, 

CP/M-86 

Xerox  820,  Sanyo  MBC  1000  and 

lnfoStar+(  5) 

InfoStar  combined  with  StarBurst. 

2000,  NCR  II,  TeleVideo  801. 

SuperSort 

Rapid  sorting,  merging,  and  selecting 

IBM  PC(3),  DEC  VT-18X  and 

information  from  data  files. 

Rainbow,  Xerox  820,  Sanyo  MBC 
1000  and  2000,  NCR  II,  Televideo 

ProSolutions( 7)  .... 

Business  application  templates. 

801. 

DECISION  SUPPORT  PRODUCTS 

CalcStar 

Spreadsheet  for  calculating  solutions  to 

PC-DOS 

IBM  PC(3),  KAYPRO  II, 

numerical  problems  and  for  budgeting 

MS-DOS 

DEC  BT-18X  and  RAinbow, 

and  forecasting. 

CP/M-80 

Xerox  820,  Tl  Professional,  Sanyo 

CP/M-86 

MBC  2000,  NCR  II,  TeleVideo  801 . 

PlanStar 

Advanced  financial  modeling  system; 
allows  construction  of  spreadsheets  with 
up  to  32,000  cells  each. 

PC-DOS 

IBM  PC(3) 

Chart  Star 

Business  presentation  graphics  (July,  1984). 

PC-DOS 

IBM  PC(3) 

ProjectStar  

Project  management  system  (Fall,  1984). 

PC-DOS 

IBM  PC(3) 

CUSTOMIZATION  PRODUCTS 

StarBurst 

Custom  design  tool. 

PC-DOS 

IBM  PC(3) 

MS-DOS 

Tl  Professional 

(1 ) MicroPro  software  operates  on  a variety  of  machines  in  addition  to  those  listed 

(2)  SpellStar  not  available  on  concurrent  CP/M. 

(3)  Also  operates  on  most  IBM-compatible  microcomputers. 

(4)  Except  Starlndex. 

(5)  Available  for  PC-DOS  and  MS-DOS  operating  environments. 

(6)  StarCard  available  for  the  Apple  II  computers  only. 

(7)  Available  for  PC-DOS. 
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Word  products,  which  accounted  for  approximately  83%  of  fiscal  1983 
revenue,  include: 

. WordStar®  , introduced  in  1979,  is  MicroPro's  largest  selling  and 
best  known  product.  It  is  the  largest  selling  microcomputer 
word  processing  product  in  the  U.S.  and  has  been  upgraded  in 
nine  releases  since  its  introduction.  The  product,  which 
accounted  for  approximately  74%  of  MicroPro's  fiscal  1983 
revenue,  retails  for  $495.  Features  include: 

Complete  screen  display  of  all  material  to  be  printed. 
Condensed  help  menu,  provided  at  the  top  of  the  screen. 
Simultaneous  processing  of  one  document  while  printing 
another. 

Editing  commands:  insert,  delete,  move,  and  copy  blocks 
of  text. 

Print  enhancements:  boldface,  double  strike,  underline, 
strikeout,  subscripts,  variable  character  pitch,  and 
variable  line  height. 

. WordStar  is  currently  available  in  French,  German, 
Spanish,  Dutch,  Swedish,  Italian,  Danish,  and 
Finnish. 

. Optional  companion  products  developed  by  MicroPro  to  enhance 
the  word  processing  power  of  WordStar  include  the  following: 

CorrectStar™  , introduced  in  April  1984,  a 65,000  word 
spelling  checker.  It  retails  for  $195. 

SpellStar®  , introduced  in  1981,  is  a WordStar  option 
used  to  locate  spelling  and  typing  errors.  It  allows  the 
user  to  create  supplemental  dictionaries  for  specialized 
terms  or  names  and  addresses.  Shipments  of  a new 
version  of  SpellStar,  which  includes  a dictionary  of  55,000 
words  and  retails  for  $150,  began  in  November  1983. 

MailMerge®  , introduced  in  1980,  is  another  WordStar 
option.  It  is  a file-merging  program  used  to  customize 
form  letters.  Other  uses  include  creating  invoices, 
printing  mailing  labels,  and  producing  "boilerplate"  legal 
documents  out  of  a file  of  many  standard  documents. 
MailMerge  retails  for  $250. 

Starlndex™  , introduced  in  April  1983,  complements 
WordStar  by  allowing  the  user  to  create  alphabetized 
indexes,  tables  of  contents,  and  lists  of  figures  and 
tables.  The  product  retails  for  $195. 
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The  WordStar  Professional  package  contains  WordStar 
and  its  optional  programs:  Mai  I Merge,  CorrectStar  (or 

SpellStar  by  request),  and  Star  Index.  It  is  priced  at  $695. 

StarCard™  , introduced  in  April  1983,  is  a Z-80  board 
with  64K  of  RAM  that  provides  CP/M  capability  for  the 
Apple  II.  StarCard  is  bundled  with  either  WordStar  or 
InfoStar  and  is  priced  at  $695. 

Data  products  accounted  for  approximately  14%  of  MicroPro's  fiscal 

1983  revenue  and  include  the  following: 

. InfoStar™  , introduced  in  November  1982,  is  a data  base 
management  system  that  allows  the  user  to  produce  business 
reports  and  customize  existing  applications  programs. 

InfoStar  may  be  used  with  files  written  in  BASIC  to  query 
a collection  of  files,  print  information  in  user-designed 
formats,  update  or  open  new  files,  design  and  modify 
files,  and  generate  draft  and  presentation  reports. 
Documentation  for  nontechnical  users  is  provided. 

InfoStar  retails  for  $495. 

. lnfoStar+™  , introduced  in  May  1984,  combines  InfoStar  with 
the  customized  menu-building  capabilities  of  StarBurst®  . 
lnfoStar+  retails  for  $595. 

. SuperSort®  , introduced  in  1978,  sorts,  merges,  and  retrieves 
information  from  data  files.  It  can  sort  and  merge  up  to  32  files 
into  a single  file,  at  the  rate  of  560  records  per  minute.  Super- 
Sort  will  select  or  exclude  records,  applying  up  to  32  selection 
criteria  simultaneously.  Two  versions  are  available: 

SuperSort  I has  a relocatable  library  and  is  callable  as  a 
subroutine.  It  retails  for  $250. 

SuperSort  II  for  the  IBM  PC  and  XT,  which  does  not 
include  the  relocatable  library,  retails  for  $200. 

Decision  support  products  accounted  for  2%  of  the  company's  fiscal 

1983  revenue  and  include  the  following: 

. CalcStar®  , introduced  in  1981,  is  an  electronic  spreadsheet  and 
financial  modeling  program  used  for  sales  forecasts,  cash  flow 
analysis,  and  budget  planning.  Mathematical  capabilities  include 
computing  averages,  minimums,  maximums,  trigonometric 
functions,  and  regression  analysis. 

CalcStar  is  an  acquired  product  and  retails  for  $195. 
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. PlanStar™,  introduced  in  December  1983,  is  an  advanced 
financial  modeling  program  that  enables  users  to  construct  and 
consolidate  spreadsheets  with  up  to  32,000  cells  each  and  up  to 
1,000  spreadsheets  per  project. 

The  product,  which  retails  for  $695,  uses  English-like 
commands  to  format  spreadsheets,  manipulate  data,  and 
transfer  data  among  models  and  between  PlanStar  and 
other  MicroPro  applications  on  other  systems. 

Customization  products  include  the  following: 

. StarBurst®  , introduced  in  August  1983  and  retailing  for  $195, 
has  an  English  language  command  structure  that  facilitates  the 
custom  design  of  menus  for  system  development.  The  open 
design  of  StarBurst  permits  such  systems  to  be  built  using  soft- 
ware products  of  MicroPro  or  of  other  vendors.  StarBurst 
displays  menus  to  the  user  that  show  choices  for  each  of  these 
functions.  The  actual  automation  of  the  procedures,  already 
defined  by  the  system  builder,  is  invisible  to  the  user.  For 
example,  a company  can  use  StarBurst  to  establish  a procedure 
for  a monthly  business  reporting  system,  invoking  the  following 
MicroPro  products  in  sequence: 

InfoStar  to  enter  new  customer  information  and  to  revise 
the  existing  data  base. 

CalcStar  to  update  financial  statements  and  projections. 
WordStar  to  summarize  current  results  in  a predefined 
text  format. 

• MicroPro  expects  to  announce  and  deliver  several  new  products  in  1984. 

Products  that  have  already  been  announced  include  the  following: 

ChartStar™-,  to  be  introduced  in  July  1984  and  retailing  for  $395,  is  a 
business  presentation  graphics  product  that  produces  bar,  pie,  line, 
organization,  Gantt,  scatter,  and  text  charts,  and  performs  a variety  of 
other  functions  for  graphic  presentation  of  data,  such  as  curve-fitting 
with  linear,  exponential,  logarithmic,  or  power  functions.  Data  can  be 
entered  directly  from  the  terminal,  or  files  can  be  read  from  PlanStar, 
InfoStar,  and  CalcStar.  ChartStar  will  initially  be  available  to  operate 
on  the  IBM  PC. 

ProjectStar™  , to  be  introduced  in  the  fall  of  1984,  is  designed  to 
simplify  and  structure  the  planning  and  managing  of  project  schedules, 
costs,  and  resources.  ProjectStar  allows  managers  and  analysts  in  a 
variety  of  businesses  to  track  planned  versus  actual  progress  on  a 
project,  to  experiment  with  variables  that  affect  costs  and  timing,  and 
to  determine  rapidly  the  impact  of  new  information  on  project  com- 
pletion date  and  budget.  ProjectStar  will  initially  be  available  for  the 
IBM  PC. 
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ProSolutions™- , introduced  in  May  1984  and  retailing  for  $99  each,  is  a 
series  of  business  application  templates  developed  using  existing 
MicroPro  products.  Templates  provide  useful  results  with  no  additional 
programming  work  by  the  user,  since  data  handling,  formatting,  and 
reporting  are  performed  automatically  by  the  supplied  programs  or 
system.  ProSolutions  templates  already  introduced  include  a sales 
prospect  tracking  system,  a mailing  list  management  system,  and  a 
membership  billing  system.  The  company  plans  to  introduce  other 
templates  throughout  1 984.  ProSolutions  uses  lnfoStar+  as  a foundation 
and  incorporates  other  MicroPro  products  such  as  WordStar  and  Mail- 
Merge. 

» The  StarTutor  Series™  , introduced  in  December  1983  and  retailing  for 
$79.95,  is  a new  line  of  training  products  that  teaches  users  at  various  skill 
levels  how  to  use  MicroPro  software.  The  products  feature  computer-aided 
instruction  and  provide  individualized  self-paced  training  in  the  use  of  Micro- 
Pro's software  products. 

• MicroPro  customizes  its  products  for  each  OEM  customer  to  ensure  that  their 
products  are  compatible  with  the  special  features  of  vendor  products,  such  as 
the  touch-sensitive  screen  of  the  HP  150  microcomputer. 

• The  company  is  currently  involved  in  efforts  to  develop  its  products  to  run  in 
"C"  which  will  enable  them  to  operate  on  UNIX-based  16-  and  32-bit  micro- 
computer systems. 

• The  company  offers  support  services  and  materials  to  its  dealers,  distributors, 
and  end  users,  including: 

Telephone  "hot-line"  services. 

Reference  manuals;  on-screen  tutorials  and  bulletins. 

Self-operating  dealer  product  demonstrations  and  product  display 
racks. 

Point-of-purchase  materials. 

Training  seminars,  local  shows,  and  national  meetings. 

INDUSTRY  MARKETS 

• Approximately  63%  of  MicroPro's  fiscal  1983  revenue  was  derived  from  retail 
stores  including  Sears  Roebuck,  Businessland,  and  ComputerLand;  and  dealers 
and  distributors  such  as  Softsel,  Micro  D,  and  Softeam.  The  remaining  37%  of 
revenue  was  derived  from  over  I 10  microcomputer  manufacturers  including 
Hewlett-Packard,  KAYPRO,  DEC,  Texas  Instruments,  Sanyo,  and  Siemens. 

GEOGRAPHIC  MARKETS 

• MicroPro's  fiscal  1983  revenue  was  derived  as  follows: 

U.S.  79% 

International  2 1 

100% 
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• North  American  sales  offices  are  located  in  Seattle,  San  Francisco,  Sunnyvale, 
Los  Angeles,  San  Diego,  Denver,  Minneapolis,  Dallas,  Houston,  Cincinnati, 
Chicago,  Boston,  St.  Louis,  Pittsburgh,  New  York,  Washington,  D.C.,  Atlanta, 
Ontario,  and  Montreal. 

• Foreign  offices  are  located  in  London,  Milano,  Munich,  Paris,  Stockholm,  and 
Tokyo. 

• In  March  1984  MicroPro  announced  a distribution  agreement  with  IBM  Japan 
for  WordStar  and  Mai  I Merge  applications  software  packages.  IBM  Japan  will 
market  the  packages  through  its  direct  sales  force,  as  well  as  through  a net- 
work of  distributors.  The  packages  will  also  be  carried  in  the  subsidiary's 
retail  outlets. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• MicroPro  uses  a wide  variety  of  microcomputers  for  product  development. 
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MICROPRO  INTERNATIONAL 
CORPORATION 

33  San  Pablo  Road 
San  Rafael,  CA  94903 
(415)  499-1200 


Seymour  I.  Rubinstein,  President 
Private  Corporation 
Total  Employees:  360 
Total  Revenue,  Fiscal  Year  End 
8/31/82:  $24  million* 


THE  COMPANY 

• MicroPro,  founded  in  1978  by  Seymour  Rubinstein,  designs,  manufactures,  and 
distributes  microcomputer  software  products.  Business-oriented  word  process- 
ing and  data  management  applications  are  offered. 

• INPUT  estimates  MicroPro's  fiscal  1982  revenue  reached  $24  million,  a 
fourfold  increase  over  1981  revenue  of  $5-6  million. 

The  company  recently  completed  an  830,000  share  private  financing  for 
institutional  investors. 

• As  of  August  31,  1982,  MicroPro  employed  360  persons.  The  company  has 
since  laid  off  a number  of  employees  in  manufacturing  and  administration. 
The  assembly  and  printing  of  software  diskettes,  formerly  done  in-house,  will 
be  subcontracted.  INPUT  estimates  there  are  currently  about  300  MicroPro 
employees. 

• Major  competitors  include  VisiCorp,  Microsoft,  Peachtree  Software,  and 
Sorcim. 

KEY  PRODUCTS  AND  SERVICES 

• All  of  fiscal  1982  revenue  was  derived  from  software  products. 

• MicroPro  offers  an  integrated  family  of  word  processing  and  data  management 
applications  which  also  function  independently.  Most  products  share  similar 
file,  format,  and  keyboard  functions. 

Products  operate  on  Z-80  and  8080/8085  8-bit  microcomputers  running 
under  CP/M  and  most  derivative  operating  systems.  Versions  for  16-bit 
equipment  are  available  or  under  development. 

Apple  II  versions  of  MicroPro  programs  require  a Microsoft  SoftCard, 
which  allows  the  Apple  to  run  CP/M-based  software. 

MicroPro  provides  most  of  its  programs  on  single  density  5'4"  disks. 
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• WordStar,  introduced  in  1979,  is  MicroPro's  largest  selling  and  best  known 
product.  It  is  the  largest  selling  microcomputer  word  processing  product  in 
the  U.S.  The  fifth  revision  of  WordStar,  introduced  in  1981,  retails  for  $495 
and  includes: 

Complete  screen  display  of  all  material  to  be  printed. 

Condensed  help  menu,  provided  at  the  top  of  the  screen. 

Simultaneous  processing  of  one  document  while  printing  another. 

Editing  commands:  insert,  delete,  move,  and  copy  blocks  of  text. 

Print  enhancements:  boldface,  double  strike,  underline,  strikeout, 

subscripts,  variable  character  pitch,  and  variable  line  height. 

• MailMerge,  introduced  in  1980,  is  a WordStar  option.  It  is  a file-merging 
program  used  to  customize  form  letters.  Other  uses  include  creating  invoices, 
printing  mailing  labels,  and  producing  "boilerplate"  legal  documents  out  of  a 
file  of  many  standard  documents.  MailMerge  retails  for  $250. 

• Spell  Star,  introduced  in  1981,  is  another  WordStar  option.  It  is  used  to  locate 
spelling  and  typing  errors  and  includes  a 20,000  word  dictionary.  It  allows  the 
user  to  create  supplemental  dictionaries  for  specialized  terms  or  names  and 
addresses.  SpellStar  retails  for  $250. 

• DataStar,  introduced  in  1980,  is  a key-to-disk  data  entry  program  which 
enters,  verifies,  updates,  and  prints  data.  The  user  can  custom-design  forms 
using  DataStar  as  the  data  entry  portion  for  inventory,  accounting,  and  other 
business  applications.  DataStar  retails  for  $295. 

• SuperSort,  introduced  in  1978,  sorts,  merges,  and  retrieves  information  from 

data  files.  It  can  sort  and  merge  up  to  32  files  into  a single  file,  at  the  rate  of 

560  records  per  minute.  SuperSort  will  select  or  exclude  records,  applying  up 
to  32  selection  criteria  simultaneously.  Two  versions  are  available: 

SuperSort  1 has  a relocatable  library  and  is  callable  as  a subroutine.  It 
retails  for  $250. 

SuperSort  II,  which  does  not  include  the  relocatable  library,  retails  for 
$225. 

• WordMaster,  introduced  in  1978,  is  a video  text  editor  used  mainly  by 

programmers.  It  permits  on-screen  insertion  and  deletion,  block  moves,  and 
cursor  movement  commands  such  as  tab,  page,  and  scroll.  WordMaster 
features  macro  command  capability  for  file  manipulation  and  retails  for  $150. 

• CalcStar,  introduced  in  1981,  is  an  electronic  spread  sheet  and  financial 

modeling  program  used  for  sales  forecasts,  cash  flow  analysis,  and  budget 
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planning.  Mathematical  capabilities  include  computing  averages,  minimums, 
maximums,  trigonometric  functions,  and  regression  analysis. 

CalcStar  is  an  acquired  product,  and  is  the  only  product  marketed  by 
MicroPro  which  was  not  developed  in-house. 

CalcStar  retails  for  $145. 

• InfoStar,  introduced  in  November  1982,  is  a data  base  management  system 
which  allows  the  user  to  produce  business  reports  and  customize  existing 
applications  programs. 

InfoStar  may  be  used  with  files  written  in  BASIC  to  query  a collection 
of  files,  print  information  in  user-designed  formats,  and  update  or  open 
new  files.  Documentation  for  nontechnical  users  is  provided. 

InfoStar  retails  for  $645. 

• MicroPro  is  converting  all  its  software  for  use  on  16-bit  processors  running 
under  CP/M-86  and  MS-DOS  (for  use  with  the  IBM  Personal  Computer).  To 
date,  WordStar,  MailMerge,  and  SpellStar  have  been  released  in  MS-DOS,  PC- 
DOS,  and  CP/M-86. 

INDUSTRY  MARKETS 

• MicroPro  markets  its  products  to  dealers,  distributors,  microcomputer  manu- 
facturers, systems  integrators,  and  large  volume  users  (government,  education, 
and  manufacturing  customers  that  do  not  resell  MicroPro  products).  Dealer 
and  distributor  discounts  vary  according  to  volume  sold. 

Products  are  sold  by  over  1,800  dealers  in  the  U.S.  and  in  27  foreign 
countries. 

In  the  U.S.,  manufacturers  and  systems  integrators  license  MicroPro 
software.  They  include  Xerox,  Heath/Zenith,  Osborne,  and  Televideo. 
MicroPro  is  negotiating  with  several  European  and  Japanese  firms. 

GEOGRAPHIC  MARKETS 

• Revenue  is  derived  as  follows: 

U.S.  70% 

International  30 

100% 

• MicroPro  has  recently  introduced  its  products  in  Spanish,  French,  and  German 
language  versions.  Other  European  and  Japanese  language  versions  of  the 
products  will  be  introduced  later  in  1982. 
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• North  American  sales  offices  are  located  in  Seattle,  San  Francisco,  Sunnyvale, 
Los  Angeles,  San  Diego,  Denver,  Minneapolis,  Dallas,  Houston,  Cincinnati, 
Chicago,  Boston,  St.  Louis,  Pittsburgh,  New  York,  Washington,  D.C.,  Atlanta, 
Ontario,  and  Montreal. 

• Foreign  offices  are  located  in  Munich,  Paris,  and  Tokyo.  Offices  in  London 
will  be  opened  by  the  end  of  1982. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• MicroPro  uses  a wide  variety  of  microcomputers  for  product  development. 
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April  1996 


Microsoft  Corporation 


Chairman  & CEO:  William  H.  Gates 

Corporate  Headquarters 
One  Microsoft  Way 
Redmond,  WA  98052-6399 
Phone:  (206)  882-8080 

Fax:  (206)  936-7329 

Internet:  Http://www.microsoft.com 


Status:  Public 

Employees:  17,801  (6/95) 

Revenue:  $5,937,000,000 

Fiscal  Year  End:  6/30/95 


Key  Points 

• Microsoft  Corporation  develops, 
manufactures,  licenses,  sells,  and  supports  a 
wide  range  of  software  products,  as  well  as 
its  new  online  service,  The  Microsoft 
Network  (MSN).  The  company  also  markets 
personal  computer  books  and  input  devices. 

• In  April  1996,  Microsoft  announced  its 
agreement  to  acquire  aha!  software,  a 
handwriting  recognition  software  developer, 
aha!  is  the  producer  of  the  Smartlnk 
technology  that  allows  users  of  mobile 


computers  and  communicators  to  edit  their 
original  ink  handwriting  as  if  it  were 
computer  text. 

• In  April  1996,  the  company  acquired  EXOS 
Inc.,  the  interactive  entertainment 
developer  of  the  force  feedback  technology 
for  game  control  devices. 

• In  February  1996,  Microsoft  announced  that 
it  would  incorporate  Sun  Microsystems’ 

Java  programming  language,  as  well  as  its 
own  Visual  Basic  Script,  into  its  Internet 
strategy. 

• Microsoft  reorganized  its  Platforms  Product 
Group  in  February  1996,  consolidating  it 
from  four  divisions  to  three.  Included  in  the 
new  structure  is  a separate  division  to  focus 
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on  the  Internet  systems.  The  company’s 
Applications  and  Content  Group  also  made 
some  organizational  changes. 

• In  January  1996,  Microsoft  acquired 
Vermeer  Technologies,  Inc.,  creator  of  the 
FrontPage™  program  used  to  convert 
information  into  the  Web  format.  This 
acquisition  is  intended  to  support 
Microsoft’s  new  Internet  strategy. 

• In  December  1995,  Microsoft  announced  its 
long-term  strategic  commitment  to 
embracing  and  extending  the  Internet 
through  integration  of  its  products  with  the 
public  network. 

• Microsoft’s  business  strategy  emphasizes 
the  development  of  a range  personal 
computer  software  products  for  both 
business  and  personal  use,  marketed 
through  multiple  channels  of  distribution. 

• Microsoft’s  Windows™  operating  system  is 
at  the  core  of  the  company’s  systems 
strategy. 

• In  August  1995,  celebrating  the  company’s 
20th  anniversary,  Microsoft  released  its 
Windows®  95  desktop  operating  system 
simultaneously  in  eight  different  languages. 
Windows  95  is  intended  to  lead  the  personal 
computer  into  a new  role  as  a platform  for 
the  Internet  and  the  world  of  interactive 
networks. 

Company  Description 

Microsoft  Corporation  was  founded  as  a 
partnership  in  1975  and  was  incorporated  in 
1981.  The  company  develops,  manufactures, 
markets,  and  supports  microcomputer 
systems  and  applications  software  products, 
as  well  as  related  books,  hardware,  and 
multimedia  products. 


Microsoft’s  primary  proprietary  operating 
systems  for  microcomputers  include: 

• Microsoft  Windows®  95  operating  system 

• Microsoft  MS-DOS®  operating  system 

• Microsoft  Windows™  operating  system 

• Microsoft  Windows  for  Workgroups 

• Microsoft  Windows  NT™  operating  system 

Organization  and  Structure 

Through  1995,  Microsoft  product  offerings 
were  organized  under  two  product  groups— 
The  Platforms  Product  Group  and  The 
Applications  and  Content  Product  Group. 

• The  Platforms  Product  Group  consisted  of 
four  divisions,  each  responsible  for  a 
particular  area  of  platform  software 
development  and  marketing — the  Personal 
Systems  Division,  the  Business  Systems 
Division,  the  Developer  Division,  and  the 
Consumer  Systems  Division. 

• The  Applications  and  Content  Product 
Group  was  comprised  of  two  divisions  that 
created  and  marketed  productivity 
programs  for  PCs  and  multimedia  content 
titles.  The  group  also  included  one  division 
for  on-line  systems  and  a research  facility. 

In  February  1996,  the  company  reorganized 
these  two  products  groups.  The  Platforms 
Group  was  aligned  to  more  closely  coordinate 
the  company’s  Windows  family  strategy  and 
to  concentrate  on  developing  complementary 
products  and  technologies  for  the  Internet. 
The  Applications  and  Content  Group  was 
reorganized  to  better  align  the  organization 
for  continued  success. 

Microsoft  is  currently  divided  into  four  main 
groups  as  follows: 
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• The  Platforms  Product  Group  is  responsible 
for  providing  its  customers  with  operating 
system  products,  server  products,  and  tools 
for  the  PC  and  the  Internet.  The  new 
organization  will  provide  enhanced  focus  on 
the  company’s  core  Windows-based 
business,  while  helping  it  to  capitalize  on 
the  new  opportunities  offered  by  the 
Internet.  The  Platforms  Product  Group 
consists  of  three  divisions: 

- The  Desktop  and  Business  Systems 
Division  has  overall  responsibility  for  the 
Microsoft  Windows  product  family.  It  will 
also  continue  to  build  the  infrastructure 
for  distributed  computing  for  large  and 
small  businesses  through  development  of 
the  Microsoft  BackOffice™  suite  of  server 
applications. 

- The  Internet  Platform  and  Tools  Division 
has  overall  development  and  marketing 
responsibility  for  client  software,  run-time 
libraries,  development  tools,  and 
additional  server  products  to  provide  an 
open  platform  for  developing,  running,  and 
managing  Internet  applications  and 
content. 

- The  Consumer  Platforms  Division  has  two 
major  areas  of  focus — to  produce  systems 
software  products  for  non-PC  devices  that 
build  on  and  extend  the  company’s 
technology  and  tools  base,  and  to  deliver 
complete,  integrated  software  systems  for 
public  network  operators. 

• The  Applications  and  Content  Product 
Group  is  comprised  of  four  divisions  that 
create  and  market  productivity  programs  for 
PCs  and  multimedia  content  titles.  The 
group  also  includes  a research  facility. 

- The  Consumer  Productivity 
Group/Desktop  Applications  Division 
combines  two  predecessor  groups  under 


one  division — the  Desktop  Applications 
and  the  Consumer  divisions.  In  addition 
to  overseeing  the  Microsoft  Publisher, 
Works,  Microsoft  Office®,  Microsoft  Word, 
Microsoft  Excel,  and  PowerPoint® 
applications,  this  division  also  has 
responsibility  for  shaping  the  company’s 
overall  productivity  application  strategy 
for  the  home  and  small  business. 

- The  Interactive  Media  Division  will  focus 
on  creating  and  marketing  worldwide 
interactive  entertainment  and  information 
products  across  a variety  of  media.  These 
include  the  Internet,  with  The  Microsoft 
Network  (MSN)  and  other  on-line 
products,  and  CD  ROM  versions. 

- The  Desktop  Finance  Division  is 
responsible  for  the  company’s  personal 
finance  products. 

- The  Desktop  and  Business  Division  is 
responsible  for  consumer  input  devices. 

• The  Sales  and  Support  Group  is  responsible 
for  building  long-term  business 
relationships  with  customers.  This  group  is 
organized  to  serve  three  customer  types — 
OEMs  (original  equipment  manufacturers), 
end  users,  and  organizations — and  to 
manage  the  channels  that  serve  them.  This 
group  is  organized  into  the  OEM  channel 
and  three  geographic  channels: 

- OEM 

- U.S.  and  Canada 

- Europe 

- Other  International 

The  Sales  and  Support  Group  also  provides 
support  for  Microsoft’s  products  through: 

- Product  Support  Services 

- Consulting  Services 

- Solutions  Providers 
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• The  Operations  Group  is  responsible  for 
managing  business  operations  and  overall 
business  planning.  This  includes  the 
process  of  manufacturing  and  delivering 
finished  goods,  licenses,  subscriptions, 
fulfillment  orders,  and  other  corporate 
functions. 

Worldwide  operations  of  the  corporation  are 
directed  from  Microsoft’s  corporate 
headquarters  in  Redmond  (WA). 

• Manufacturing  facilities  are  located  in 
Bothell  (WA),  Dublin  (Ireland),  and 
Humacao  (Puerto  Rico). 

• Microsoft  operates  sales,  training,  and  field 
service  centers  across  the  U.S. 

• The  company  has  established  marketing, 
support  and/or  distribution  subsidiaries 
internationally  in  Argentina,  Australia, 
Austria,  Belgium,  Brazil,  Canada,  Chile, 
Colombia,  Costa  Rica,  the  Czech  Republic, 
Denmark,  Ecuador,  Finland,  France, 
Germany,  Greece,  Hong  Kong,  Hungary, 
India,  Israel,  Italy,  Japan,  Korea,  Malaysia, 
Mexico,  Morocco,  the  Netherlands,  New 
Zealand,  Norway,  the  People’s  Republic  of 
China,  Peru,  the  Philippines,  Poland, 
Portugal,  Puerto  Rico,  Russia,  Singapore, 
the  Slovak  Republic,  Slovenia,  South  Africa, 
Spain,  Sweden,  Switzerland,  Taiwan, 
Thailand,  Turkey,  the  United  Arab 
Emirates,  the  United  Kingdom,  and 
Venezuela. 

Company  Strategy 

In  December  1995,  Microsoft  announced  its 
long-term  strategy  of  wide-ranging 
commitment  to  embrace  and  extend  the 
Internet  by  integrating  its  products  with  the 
rapidly  emerging  public  network. 


In  February  1996,  the  company  changed  its 
Internet  strategy  to  include  Sun 
Microsystems’  nonproprietary  Java 
programming  language,  used  to  distribute 
Internet  applications  to  Windows-based  PCs. 
Microsoft  also  announced  its  commitment  to 
its  own  Visual  Basic  Script,  a scripting 
language  used  to  create  active  content  on  the 
World  Wide  Web. 

The  February  1996  reorganization  of  the 
Platforms  Product  Group  formed  three 
divisions  to  concentrate  on  Internet  programs, 
new  consumer  devices,  and  the  company’s 
computer  operating  systems. 

In  support  of  its  new  commitment  to  the 
Internet,  Microsoft  is  now  offering  free 
versions  of  the  Internet  Explorer  Web 
browser,  and  has  plans  to  market  the  Internet 
Information  Server  with  its  Windows  NT 
Server.  In  addition,  the  company  has  plans 
for  the  Windows  NT  and  Office  suite  of 
products  to  provide  increased  Internet 
functionality. 

Additional  commitment  to  the  Internet  is 
evidenced  through  the  recent  acquisitions  of 
Vermeer  Technologies  and  Colusa  Software, 
Inc.,  as  well  as  alliances  with  America 
OnLine,  MCI,  nCompass  Labs,  Inc.,  and  Citrix 
Systems,  Inc. 

Financials 

Microsoft  fiscal  1995  revenue  was  $5,937 
million,  a 28%  increase  over  fiscal  1994 
revenue  of  $4,649  million.  Net  income  rose  to 
$1,453  million,  an  increase  of  27%  over  fiscal 
1994  net  income  of  $1,146  million. 

A five-year  financial  summary  is  shown  on  the 
following  page. 
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Microsoft  Corporation 
Five-Year  Financial  Summary 
($  Millions,  except  per-share  data) 


Fiscal  Year 

Item 

6/95 

6/94 

6/93 

6/92 

6/91 

Revenue 

$5,937 

$4,649 

$3,753 

$2,759 

$1,843 

• Percent  change  from 
previous  year 

8% 

24% 

36% 

50% 

56% 

Income  before  taxes 

$2,167 

$1,722 

$1,401 

$1,041 

$671 

• Percent  change  from 
previous  year 

26% 

23% 

35% 

55% 

63% 

Net  income 

$1,453 

$1,146 

$953 

$708 

$463 

• Percent  change  from 
previous  year 

27% 

20% 

35% 

53% 

66% 

Earnings  per  share 

$2.32 

$1.88 

$1.57 

$1.20 

$0.82 

• Percent  change  from 
previous  year 

23% 

20% 

31% 

47% 

58% 

Fiscal  1995  revenue  growth  is  primarily 
attributed  to  software  license  volume  growth, 
as  opposed  to  price  increases. 

• Average  selling  price  per  license  has 
decreased  due  to  general  shifts  in  the  sales 
mix  from  retail  package  products  to 
licensing  programs,  from  new  products  to 
product  upgrades,  and  from  stand  alone 
desktop  applications  to  integrated  product 
suites. 

• Average  revenue  per  license  from  OEM 
licenses  and  corporate  license  programs  is 
lower  than  average  revenue  per  license  from 
retail  versions. 

• Prices  of  integrated  suites  are  less  than  the 
sum  of  the  prices  for  the  individual 
programs  included  when  licensed 
separately. 


Microsoft  research  and  development  costs 
were  approximately  $860  million  in  fiscal 
1995  (14%  of  total  revenue),  compared  to  $610 
million  (13%  of  revenue),  and  $470  million 
(13%  of  revenue)  in  fiscal  years  1994  and 
1993,  respectively. 

Revenue  Analysis  by  Product / Service 

Microsoft  has  two  product  groups:  a platforms 
product  group,  and  an  applications  and 
content  product  group.  Platforms  product 
group  revenue  was  $2,356  million  in  fiscal 
1995,  compared  to  $1,827  million  and  $1,518 
million  in  fiscal  years  1994  and  1993, 
respectively.  Applications  and  content 
product  group  revenue  was  $3,581  million  in 
fiscal  1995,  compared  to  $2,822  million  and 
$2,235  million  in  fiscal  years  1994  and  1993, 
respectively. 

A three-year  source  of  revenue  summary,  by 
product,  is  shown  on  the  following  page. 
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Microsoft  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

6/95 

6/94 

6/93 

Product  groups 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Platforms 

$2,356 

40% 

$1,827 

39% 

$1,518 

40% 

Applications  and  Content 

3,581 

60% 

2,822 

61% 

2,235 

60% 

Total 

$5,937 

100% 

$4,649 

100% 

$3,753 

100% 

The  Platforms  product  group  derives  revenue 
from  personal  systems  products,  business 
systems  products,  and  developer  products. 
Fiscal  1995  platforms  product  revenue  growth 
is  credited  to  the  following: 

• Principal  personal  systems  products  have 
been  for  the  MS-DOS  and  Microsoft 
Windows  operating  systems. 

- Revenue  from  OEM  licenses  for  MS-DOS 
increased  steadily  in  fiscal  1994  and  1995. 

- Revenue  from  retail  upgrade  versions  of 
MS-DOS  decreased  in  both  years,  after  a 
strong  increase  in  fiscal  1993  when  MS- 
DOS  6 Upgrade  was  released. 


• Developer  product  revenue  increased 
steadily  over  the  three-year  period,  as  more 
independent  software  vendors,  corporate 
developers,  and  solutions  developers 
licensed  tools  to  develop  software  for 
Windows  and  Windows  NT. 


Applications  and  Content  product  group 
revenue  increases  were  attributed  to  the 
following: 

• Increases  in  desktop  applications  revenue 
over  the  three-year  period,  led  by  strong 
Microsoft  Office  product  sales 

• Increases  in  consumer  products  revenue 
during  fiscal  1995 


- The  Microsoft  Windows  operating  system 
has  been  an  increasingly  strong 
contributor  to  revenue  over  the  three-year 
period,  as  the  number  of  new  PCs 
preinstalled  with  Windows  grew 
substantially. 

• Revenue  from  business  systems  products, 
based  on  Microsoft  Windows  NT  and 
applications  in  the  Microsoft  BackOffice 
family,  increased  strongly  in  both  fiscal 
1994  and  1995. 


- Microsoft  Home  consumer  products, 
displayed  continuing  growth. 

- Microsoft  Mouse  sales  were  flat  during  the 
three-year  period. 

- The  initial  introduction  of  Microsoft 
Natural  Keyboard  contributed  to  the 
increase  in  fiscal  1995  revenue. 
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Interim  Results 

Microsoft  revenue  for  the  nine-month  period 
ending  March  31,  1996  was  $6.4  billion,  an 
increase  of  49%  over  revenue  of  $4.3  billion  for 
the  same  period  in  1995.  Net  income  rose  to 
$1.6  billion  for  the  period,  a 51%  increase  over 
net  income  of  nearly  $1.1  billion  for  the  same 
period  the  previous  year. 

• OEM  channel  revenue  grew  to  29%  of 
revenue  during  the  nine-month  period,  from 
27%  during  the  same  period  the  previous 
year. 

• Platforms  group  revenue  increased  to  49%  of 
total  revenue  during  the  period,  up  from 
40%  the  same  prior-year  period. 

Applications  and  Content  group  revenue  fell 
to  51%  of  revenue,  from  60%  during  the 
period  in  1995. 

- The  Desktop  Applications  Division 
experienced  superior  results,  driven  by 
sales  of  the  latest  versions  of  Microsoft 
Office,  and  sales  in  the  Far  East,  which 
were  nearly  double  those  of  the  previous 
year 


Microsoft  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

6/95 

6/94 

6/93 

Distribution  Channel 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

U.S.  and  Canada 

$1,876 

32% 

$1,575 

34% 

$1,371 

37% 

Europe 

1,487 

25% 

1,363 

29% 

1,259 

34% 

Other  International 

924 

15% 

532 

11% 

392 

10% 

OEM  Channels 

1,650 

28% 

1,179 

26% 

731 

19% 

Total 

$5,937 

100% 

$4,649 

100% 

$3,753 

100% 

- Revenue  from  the  BackOffice  suite  of 
products  has  more  than  doubled  during 
the  period  over  the  same  period  the 
previous  year. 

Market  Financials 

Microsoft’s  customers  include  individuals  in 
businesses  (both  small  and  large),  represent- 
ing a variety  of  industries,  government 
agencies,  educational  institutions,  and  home 
users. 

Microsoft  markets  its  software  and  hardware 
products  through  four  primary  channels  of 
distribution:  the  OEM  channel,  and  the 
company’s  three  major  geographic  sales  and 
marketing  organizations — U.S.  and  Canada, 
Europe,  and  Other  International. 

Revenue  Analysis  by  Distribution  Channel 
OEM  channel  revenue  was  $1,650  million  in 
fiscal  1995,  U.S.  and  Canada  channel  revenue 
was  $1,876  million,  Europe  revenue  was 
$1,487  million,  and  Other  International 
channel  revenue  was  $924  million  in  fiscal 
1995.  A three-year  source  of  revenue 
summary,  by  distribution  channel,  follows. 
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OEM  channel  revenues  are  license  fees  from 
original  equipment  manufacturers. 

Geographic  sales  and  marketing 
organizations’  revenues  are  from  corporate 
license  fees  and  packaged  product  sales  to 
distributors  and  resellers. 

• Management  attributes  lower  European 
growth  rates  than  in  other  geographic  areas 
to  general  economic  slowness,  higher 
existing  market  share,  and  a more  dramatic 
shift  to  corporate  licensing  programs. 

• Strong  Other  International  growth  rates  are 
attributed  to  customer  acceptance  of  newly 


localized  products,  especially  in  Japan,  and 
early  entrance  into  emerging  markets. 

Geographic  Markets 

Approximately  45%  of  Microsoft’s  fiscal  1995 
revenue  was  derived  from  the  U.S.  and  55% 
from  international  sources,  which  include 
European  operations,  other  international 
operations,  exports,  and  OEM  distribution. 
Approximately  46%  of  fiscal  1994  revenue  and 
45%  of  fiscal  1993  revenue  was  derived  from 
the  U.S. 

A three-year  geographic  financial  summary, 
as  provided  by  Microsoft,  follows. 


Microsoft  Corporation 
Three-Year  Geographic  Financial  Summary 
($  Millions) 


Fiscal  Year 

6/95 

6/94 

6/93 

Item 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

- U.S.  operations  (a) 

$4,495 

74% 

$3,472 

75% 

$2,655 

71% 

- European  operations 

1,575 

26% 

1,401 

30% 

1,289 

34% 

- Other  international  operations(b) 

558 

9% 

375 

8% 

395 

11% 

- (Eliminations) 

(586) 

(9%) 

(599) 

(13%) 

(586) 

(16%) 

Total 

$6,042 

100% 

$4,649 

100% 

$3,753 

100% 

Operating  income 
- U.S.  operations  (a) 

$1,709 

84% 

$1,394 

81% 

$961 

73% 

- European  operations 

412 

20% 

346 

20% 

360 

27% 

- Other  international  operations(b) 

91 

4% 

31 

2% 

18 

1% 

- (Eliminations) 

(174) 

(8%) 

(45) 

(3%) 

(13) 

(1%) 

Total 

$2,038 

100% 

$1,726 

100% 

$1,326 

100% 

(a)  Includes  exports  and  international  OEM  transactions  totaling  $1,263  million,  $787  million,  and  $426  million 


in  fiscal  years  1995,  1994,  and  1993,  respectively. 
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“U.S.  operations”  includes  shipments  to 
customers  in  the  U.S.,  licensing  to  OEMs,  and 
exports  of  finished  goods  directly  to 
international  customers,  primarily  in  Canada, 
South  America,  and  Asia. 

“Other  international  operations”  primarily 
includes  subsidiaries  in  Australia,  Japan, 
Korea,  and  Taiwan. 

Acquisitions 

In  April  1996,  Microsoft  announced  an 
agreement  to  acquire  Mountain  View  (CA)- 
based  aha!  software  corporation,  aha! 
software,  founded  in  1991,  develops  and 
markets  innovative,  top-quality  software 
products.  Included  in  the  acquisition  will  be 
the  Smartlnk  technology  that  overcomes 
handwriting-recognition  obstacles  by  allowing 
users  to  edit  their  original  ink  handwriting  in 
the  same  manner  as  they  do  text  with  a work 
processor. 

In  April  1996,  Microsoft  acquired  Boston 
(MA)-based  EXOS  Inc.,  which  designs, 
develops,  and  manufactures  controllers  for 
interactive  entertainment  for  arcades,  home 
video  systems,  and  PCs.  EXOS’  force 
feedback  technology  for  game  control  devices 
enables  users  to  feel  gaming  effects  such  as 
turbulent  flight  simulations  and  race-car 
crashes.  This  addition  strengthens  the 
company’s  commitment  to  providing 
consumers  with  more  compelling  PC  game 
play. 

In  March  1996,  Microsoft  acquired  Colusa 
Software,  Inc.,  providing  a full  range  of  tools 
and  technologies  to  support  and  strengthen 
Microsoft’s  Internet  strategy.  Colusa’s 
principal  product,  Omniware,  enables 
developers  to  create  processor-independent 
client-side  components  for  the  Internet  and 
intranet  environments,  using  existing 
programming  languages  such  as  C and  C++. 


In  January  1996,  Microsoft  acquired 
Cambridge  (MA)-based  Vermeer  Technologies, 
Inc.,  creators  of  the  FrontPage™  program, 
and  a pioneer  of  visual,  standards-based 
publishing  tools  for  the  World  Wide  Web. 
Microsoft  intends  to  incorporate  the 
FrontPage  Web  authorizing  software  with  its 
Office  suite  of  products.  Many  believe 
Microsoft  will  build  this  into  the  leading  way 
for  nontechnical  users  to  write  for  the  Web 
portion  of  the  Internet. 

In  November  1995,  Microsoft  acquired 
Netwise  Inc.,  a developer  of  connectivity 
middleware.  The  acquisition  of  Netwise’s 
TransAccess  product  line  is  expected  to 
strengthen  Microsoft’s  PC-to-mainframe 
communications  product  line  by  providing  the 
SQL  Server  access  to  data,  and  to  the 
applications  controlling  the  data  in  the 
mainframe  databases. 

In  early  1995,  Microsoft  announced 
agreements  with  50  leading  manufacturers  of 
computer  hardware  and  software  to  list  their 
products  on  The  Microsoft  Network  (MSN). 
Hewlett-Packard  was  identified  as  one  of  the 
larger  participants. 

Employees 

As  of  June  30,  1995,  Microsoft  had 
approximately  17,801  employees  (12,193 
domestic  and  5,608  international),  segmented 
as  follows: 


Marketing/sales/support 9, 166 

Research  and  development 5,397 

Manufacturing,  distribution 1,639 

Finance  and  administration 1,599 


17,801 

Key  Products  and  Services 

Microsoft’s  current  product  and  service 
offerings  are  summarized  by  division  as 
follows: 
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The  Platforms  Product  Group 

Desktop  and  Business  Systems 

The  Desktop  and  Business  Systems  Division 
develops  desktop  operating  systems  software 
as  well  as  maintaining  responsibility  for 
developing  and  marketing  the  Microsoft 
BackOffice  suite  of  server  applications. 

Microsoft’s  primary  operating  systems 
include: 

• Windows  95 — A desktop  personal  operating 
system  designed  to  replace  MS-DOS, 
Windows,  and  Windows  for  Workgroups.  It 
is  a 32-bit  operating  system  that  is 
compatible  with  existing  Windows  and  MS- 
DOS  software  applications. 

• MS-DOS — An  operating  system  for  PCs  that 
is  single-user  and  single-tasking 

• Windows  3.1 — A graphical  operating  system 
for  MS-DOS-based  PCs,  supporting  high- 
performance  Windows-based  applications 

• Windows  for  Workgroups  3.11 — An 
operating  system  that  integrates  network 
and  workgroup  functionality  into  the 
Windows  operating  system 

Key  BackOffice  family  products  include: 

• Microsoft  Windows  NT  Workstation  and 
Server — A 32-bit  desktop  operating  system 
for  client/server  computing  that  provides 
integrated  mail  and  networking  with  remote 
access.  It  also  provides  pre-emptive 
multitasking,  advanced  security,  and 
support  for  background  communication 
sessions  for  users  of  powerful  PCs, 
workstations  and  network  servers. 

• The  Windows  NT  Server  provides  extensive 
network  management  features, 
administrative  tools,  security,  and  fault 
tolerance. 


• SQL  Server — An  intelligent,  high- 
performance  relational  database 
management  system  for  PC  local-area 
networks  running  under  OS/2.  It  was 
developed  jointly  by  Microsoft  and  Sybase. 

• SNA  Server — A highly  fault-tolerant 
gateway  product  that  connects  PC  LANs 
with  IBM  host  systems  using  SNA  protocols 

• Systems  Management  Server — A software 
tool  that  facilitates  the  central  management 
of  distributed  environments 

• Exchange  Server — Released  in  April  1996, 
Exchange  Server  is  the  first  integrated 
messaging  and  groupware  server  designed 
to  provide  users  and  system  administrators 
with  native  open  and  secure  access  to  the 
Internet. 

• Exchange  Server  Enterprise  Edition — The 
full-featured  version  of  Exchange  Server, 
which  includes  the  X.400  Connector, 
Internet  Mail  Connector,  Microsoft 
Exchange  Connector,  and  the  Exchange 
Server 

• Mail  Server — A PC  network  server  for 
distributing  messages  and  information  that 
supports  Windows  95,  Windows  3.1, 
Windows  for  Workgroups  3.11,  MS-DOS, 
Macintosh,  and  OS/2  platforms. 

• Microsoft  Mail — A workgroup  application 
for  PC  networks  that  offers  large,  corporate 
users  support  for  multiple  network 
environments.  It  includes  client  access 
software  for  Windows  95,  Windows  3.1, 
Windows  for  Workgroups  3.11,  MS-DOS, 
Macintosh,  and  OS/2  platforms. 

• Microsoft  Schedule-)- — A calendaring  and 
scheduling  program  using  Microsoft  Mail 
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Internet  Platform  and  Tools  Division 
This  division  offers  database  products, 
software  development  tools,  and  run-time 
libraries. 

• Microsoft  FoxPro® — A desktop  database 
development  tool  that  supports  xBase 
applications  on  MS-DOS,  Windows  3.1, 
Windows  for  Workgroups  3.11,  Windows 
NT,  Macintosh,  and  UNIX 

Software  Development  Tools  and  Computer 
Languages  include: 

• Visual  C++™  development  for  16-  and  32-bit 
application  development  on  Windows  3.1, 
Windows  95,  and  Windows  NT 

• Visual  Basic™  programming  system  for 
Windows  95,  Windows  3.1,  Windows  for 
Workgroups  3.11,  and  Windows  NT 

• Development  environment  in  the  FORTRAN 
language  for  MS-DOS,  Windows  3.1, 
Windows  for  Workgoups  3.11,  and 
Windows  NT 

Consumer  Platforms  Division 

The  Consumer  Platforms  Division  is 
responsible  for  producing  systems  software 
products  for  non-PC  devices  that  build  on,  and 
extend  the  company’s  technology  and  tools 
base. 

This  group  is  also  responsible  for  delivering 
integrated  software  systems  for  public 
network  operators. 

Applications  and  Content  Group 

Consumer  Productivity  Group / Desktop 
Applications  Division 

This  division  develops  applications  software 
products  that  include  word  processing, 
spreadsheets,  and  presentation  graphics 
programs,  summarized  as  follows: 


• Microsoft  Office — Available  in  two  editions, 
Standard  and  Professional. 

- The  Standard  edition  is  available  for 
Windows  95,  Windows  3.1,  Windows  for 
Workgroups  3.11,  and  Macintosh 
operating  systems.  It  includes  Microsoft 
Word,  Microsoft  Excel,  the  Microsoft 
PowerPoint  presentation  graphics 
program,  and  a workstation  license  for 
Microsoft  Mail.  The  Office  for  Windows  95 
version  includes  Schedule+  in  place  of 
Microsoft  Mail. 

- The  Professional  edition  for  Windows  adds 
the  Microsoft  Access®  database.  The 
installed  base  of  Microsoft  Office  is  over  6 
million  units  worldwide. 

• Microsoft  Word — The  company’s  principal 
word  processing  program  with  versions 
available  for  Windows  95,  Windows  3.1, 
Windows  for  Workgroups  3.11,  Windows 
NT,  OS/2,  and  Macintosh  environments 

• Microsoft  Excel — The  company’s 
spreadsheet  program,  with  versions 
available  for  Windows  95,  Windows  3.1, 
Windows  for  Workgroups  3.11,  Windows 
NT,  and  Macintosh  operating  systems 

• Microsoft  PowerPoint — A presentation 
graphics  program  that  runs  under  Windows 
95,  Windows  3.1,  Windows  for  Workgroups 
3.11,  and  Macintosh  operating  systems 

• Microsoft  Project — A critical-path  method 
project  scheduling  and  resource  allocation 
program  that  runs  on  Windows  95,  Windows 
3.1,  Windows  for  Workgroups  3.11,  and 
Macintosh  operating  systems.  Project  can 
perform  budgeting,  monitoring,  and  cost 
estimating  for  large  business  projects. 

The  company’s  leading  consumer  productivity 

products  for  home  and  small  business  include: 
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• Microsoft  Works,  an  integrated  program 
with  basic  word  processing,  spreadsheet, 
and  database  capabilities 

• Microsoft  Publisher,  an  entry-level  desktop 
publishing  tool  that  automates  the  design 
process  of  newsletters,  calendars,  greeting 
cards,  and  invitations 

• Microsoft  Access — A relational  database 
management  application  designed  for 
interactive  users  and  developers 

Interactive  Media  Division 
The  Interactive  Media  Division  develops  and 
markets  worldwide  interactive  entertainment 
and  information  products,  and  kids’  titles 
across  various  media;  it  is  responsible  for  The 
Microsoft  Network  (MSN),  and  also  houses 
the  MSNBC  joint  venture  between  Microsoft 
and  NBC. 

Interactive  Media  Division  products  include: 

• Microsoft  Encarta™,  a multimedia 
encyclopedia  database 

• Microsoft  Encarta  96  World  Atlas,  a 
multimedia  world  atlas  database 

• Microsoft  Bookshelf®,  a multimedia 
reference  library  that  includes  a dictionary, 
world  atlas,  world  almanac,  thesaurus, 
encyclopedia,  and  two  books  of  quotations 

• Microsoft  Cinemania™,  an  interactive  guide 
to  the  movies 

• Microsoft  Dinosaurs 

• Automap  Road  Atlas,  a route-planning 
program  with  detailed  maps  and  road 
information  for  North  American  routes 

• Microsoft  Creative  Writer,  a creative  writing 
and  publishing  program 


• Microsoft  Fine  Artist,  a comprehensive  art 
program 

• The  Magic  School  Bus  series,  based  on  the 
children’s  book  and  television  series 

• Microsoft  Flight  Simulator,  an  airplane- 
flying game,  developed  by  Bruce  Artwick 
Organization  LTD 

• Microsoft  Golf,  a simulation  of  the  sport  of 
golf,  licensed  from  Access  Software,  Inc. 

• Microsoft  Fury3  game 

The  Microsoft  Network  (MSN)  is  the 
company’s  new,  interactive  online  service. 

• The  MSN  provides  access  to  the  Internet, 
electronic  mail,  and  bulletin  boards. 

• The  Microsoft  Internet  Explorer  is  the 
company’s  free  Internet  browser. 

• MSN  is  owned  by  The  Microsoft  Network, 
LLC  (formerly  the  Microsoft  Online  Services 
Partnership),  of  which  Microsoft  owns  80%, 
and  a subsidiary  of  Tele-Communications, 
Inc.  (TCI)  owns  the  remaining  20%. 

• In  March  1996,  The  Microsoft  Network 
announced  that  MSN,  which  became 
available  with  the  release  of  Microsoft 
Windows  95  on  August  24,  1995,  had 
reached  one  million  subscribers,  making  it 
the  fastest-starting  Internet  online  service 
in  history. 

The  MSNBC  is  the  product  of  the  joint 
venture  between  Microsoft  and  NBC  to  create 
a 24-hour  news  and  information  channel  and 
interactive  on-line  news  service.  MSNBC  is 
responsible  for  the  content  of  the  Microsoft 
Network. 


Page  12  of  17 


©INPUT  1996  Reproduction  prohibited. 


Microsoft  Corporation 
April  1996 


INPUT  Vendor  Profile 


Desktop  Finance  Division 

• Microsoft  Money  is  the  company’s  financial 
organization  product,  providing  on-line 
home-banking  services  with  17  different 
banks  in  the  U.S. 

Desktop  and  Business  Division 

The  Desktop  and  Business  Division  is 
responsible  for  the  development  and 
marketing  of  the  company’s  consumer  input 
devices,  including: 

• The  Microsoft  SideWinder™  joystick 

• The  Microsoft  Mouse,  compatible  with  MS- 
DOS,  Windows  95,  Windows  3.1,  and 
Windows  for  Workgroups  3.11  operating 
systems 

• The  Microsoft  BallPoint®  Mouse,  designed 
especially  for  use  with  laptop  and  notebook 
computers 

Operations  Group 

The  Operations  Group  manages  business 
operations  and  overall  business  planning  for 
Microsoft  Corporation.  This  group  oversees 
the  manufacturing  process  and  delivery  of 
finished  goods,  as  well  as  fulfillment  of  orders, 
licenses,  and  subscriptions. 

This  group  no  longer  manages  the  publishing 
efforts  of  the  Microsoft  Press,  which  is  now  an 
independent  group. 

Microsoft  Press 

Microsoft  Press,  founded  in  1983,  publishes 
books  about  Microsoft  products,  other 
software  developers,  and  current 
developments  in  the  microcomputer  industry. 

• Books  published  by  Microsoft  Press  are 
typically  written  and  copyrighted  by 
independent  authors  who  submit  their 
manuscripts  to  Microsoft  for  publication  and 


receive  royalties  based  on  net  revenue 
generated  by  the  product. 

• Publisher’s  Resources,  Inc.  acts  as  the 
company’s  main  fulfillment  house  in  the 
U.S. 

Product  Support 

Through  a specialized  group  of  Microsoft 
Solutions  Providers  that  include  Authorized 
Support  Centers  and  Authorized  Training 
Centers,  the  company  offers  multivendor 
support,  consulting  services,  and  advisory  and 
diagnostic  assistance. 

The  company  offers  technical  support  for  all  of 
its  products  through  its  Product  Support 
Services  Group  locations  in  the  U.S.,  and  in 
Microsoft  subsidiaries.  The  group  handles 
questions  through  telephone  and  letter 
requests,  and  provides  assistance  to 
developers  and  OEMs.  Coverage  options 
range  from  no-charge  toll  telephone  support  to 
fee-based  support  providing  unlimited  800 
number  and  electronic  technical  support  for 
all  Microsoft  products  24  hours  per  day,  7 
days  per  week. 

In  addition,  Microsoft  has  a database  called 
Microsoft  KnowledgeBase  that  contains  over 
55,000  technical  articles  with  useful 
information  regarding  Microsoft  products. 

The  company  also  offers  two  information 
subscription  services  called  Microsoft  TechNet 
and  Microsoft  Developer  Network. 

Clients 

Microsoft  markets  to  end  users,  organizations, 
and  OEMs.  Users  of  the  company’s  products 
include  individuals  in  business,  government 
agencies,  educational  institutions,  and  at 
home. 
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Marketing  and  Sales 

Microsoft  has  three  sales  and  marketing 
units,  each  with  responsibility  for  activities 
targeting  one  of  the  company’s  customer 
types: 

• The  end  user  customer  unit  is  responsible 
for  all  sales  and  marketing  activities  aimed 
at  end  users  who  make  individual  buying 
decisions  for  PC  use  at  home  or  work.  The 
key  products  licensed  and  sold  are  the 
company’s  personal  operating  systems  and 
consumer  and  desktop  applications. 

• The  organization  customer  unit  focuses  on 
sales  and  marketing  activities  targeted  to 
groups  of  users  in  organizations  of  all  sizes. 
Key  products  are  Microsoft’s  business 
systems,  developer  software,  and  software 
sold  via  volume  licensing  programs. 

- This  unit  works  with  Solutions  Providers, 
the  Microsoft  Consulting  Services  division, 
and  directly  with  organizations  to  create 
enterprise-wide  solutions  to  business 
computing  problems. 

- In  the  U.S.,  this  unit  is  divided  into  an 
enterprise  customer  unit,  serving  only 
large-organization  customers,  and  a unit 
serving  small  and  medium-sized 
customers. 

• The  OEM  customer  unit  includes  the  sales 
force  working  with  OEMs  that  include 
Microsoft  software  in  their  PCs. 

Microsoft  distributes  its  products  primarily 
through  OEM  licenses,  corporate  licenses,  and 
retail  packaged  products.  The  company  also 
has  three  major  geographic  sales  and 
marketing  organizations  for  finished  goods: 
U.S.  and  Canada,  Europe,  and  Other 
International  areas.  Sales  of  corporate 
licenses  and  packaged  products  in  these 


channels  are  primarily  to  distributors  and 
resellers. 

OEM  Channel 

Microsoft  has  OEM  agreements  covering  one 
or  more  of  its  products  with  virtually  all  of  the 
major  domestic  microcomputer 
manufacturers,  including  AST  Research,  Acer, 
Compaq,  Dell,  Digital  Equipment 
Corporation,  Gateway  2000,  Hewlett-Packard, 
IBM,  NEC,  Olivetti,  Packard  Bell,  and 
Toshiba.  The  products  are  distributed  under 
Microsoft  trademarks. 

Finished  Goods  Channels 
Microsoft  uses  direct  marketing  techniques  to 
promote  sales  of  new  versions  of  products  to 
existing  users.  Fulfillment  of  product  to  the 
user  is  accomplished  by  either  direct  shipment 
or  through  the  reseller  channel. 

Microsoft  also  markets  its  products  in  the 
domestic  finished  goods  channel  through 
independent,  nonexclusive  distributors  and 
resellers. 

• Distributors  include  Computer  2000, 

Ingram  Micro,  and  Merisel. 

• Resellers  include  Softbank,  Stream 
International  (formerly  Corporate  Software), 
Egghead  Software,  and  Software  Spectrum. 

Internationally,  Microsoft  has  subsidiaries 
that  provide  marketing,  support  and  /or 
distribution  to  resellers  and  directly  to  users. 
International  sites  are  in  Argentina, 

Australia,  Austria,  Belgium,  Brazil,  Canada, 
Chile,  Colombia,  Costa  Rica,  the  Czech 
Republic,  Denmark,  Dubai,  Ecuador,  Finland, 
France,  Germany,  Greece,  Hong  Kong, 
Hungary,  India,  Ireland,  Israel,  Italy,  Japan, 
Malaysia,  Mexico,  Morocco,  the  Netherlands, 
New  Zealand,  Norway,  the  People’s  Republic 
of  China,  Peru,  the  Philippines,  Poland, 
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Portugal,  Puerto  Rico,  Russia,  Singapore, 
Slovakia,  Slovenia,  South  Africa,  South  Korea, 
Spain,  Sweden,  Switzerland,  Taiwan, 
Thailand,  Turkey,  the  United  Arab  Emirates, 
the  United  Kingdom,  and  Venezuela. 

The  Microsoft  Select  program  is  designed  to 
make  it  easier  for  large  organizations  to 
acquire  and  maintain  Microsoft  products.  The 
targeted  audiences  include  technology 
specialists  and  influential  end  users  in  large 
enterprises. 

Microsoft’s  Solutions  Providers  program  offers 
direct  access  to  Microsoft  tools,  support,  and 
information  for  companies  in  the  business  of 
selling  value-added  software  services  to 
customers.  The  service  supports  value-added 
resellers,  systems  integrators,  consultants, 
and  training  organizations. 

The  Consulting  Services  division  assists 
customers  in  using  Microsoft’s  systems, 
applications,  and  communications  products. 
The  division  functions  in  the  domestic  and 
international  markets  and  focuses  on  large 
corporate  accounts. 

The  company  has  approximately  120 
marketing  communications  professionals,  and 
works  closely  with  large  advertising  and 
direct  marketing  firms. 

Microsoft’s  marketing  activities  include 
advertising,  direct  marketing,  worldwide 
packaging,  and  marketing  materials.  The 
company  uses  broad  consumer  media  such  as 
television,  radio,  business  publications,  and 
trade  publications.  Microsoft  also  invests 
heavily  in  the  direct  marketing  and  customer 
satisfaction  areas. 

In  fiscal  1996,  the  company  plans  to  spend 
more  than  $150  million  on  a broad  campaign 
emphasizing  the  Microsoft  brand  identity. 


Alliances 

In  March  1996,  Microsoft  announced  its 
agreement  with  America  Online  Inc.  (AOL)  to 
make  Explorer  3.0,  the  newly  released  version 
of  Microsoft’s  Internet  software,  available  on 
American  Online.  AOL  had  made  an 
agreement  with  Netscape  the  previous  day  to 
make  Netscape’s  Navigator  browser  software 
available  on-line  as  well. 

In  March  1996,  Microsoft  and  nCompass 
Labs,  Inc.,  announced  the  jointly-developed 
ActiveX™  Plug-in  for  NetScape™  Navigator, 
which  enables  Navigator  users  to  view 
Internet  content  created  using  the  ActiveX 
Technologies. 

In  March  1996,  Microsoft  announced  the 
signing  of  a letter  of  intent  with  Citrix 
Systems,  Inc.  to  include  the  Citrix  ICA® 
(Intelligent  Console  Architecture)  client  with 
Microsoft  Internet  Explorer  3.0  for  the 
Windows  95  and  Windows  NT  operating 
systems.  This  will  enable  users  to  activate 
and  run  remote  server-based  Win32®-based 
applications  through  a Web  page. 

In  February  1996,  Microsoft  agreed  to  license 
Sun  Microsystems’  Java  programming 
language.  The  two  companies  are  also 
reportedly  undergoing  negotiations  to  develop 
an  official  Windows  version  of  Java. 

In  February  1996,  Microsoft  and  Visa 
International  announced  plans  to  jointly 
develop  an  electronic-banking  system  that 
would  provide  direct  competition  for  Intuit’s 
payment-processing  system. 

In  February  1996,  Microsoft  and  Daimler- 
Benz  InterServices  AG  financial  services  unit 
announced  an  agreement  to  strengthen  their 
existing  relationship,  and  their  plans  to 
develop  intelligent  technologies  in  the  fields  of 
information  and  communications  technology. 
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In  January  1996,  Microsoft  and  MCI 
Communications  Corporation  entered  into  a 
marketing  alliance  whereby  the  companies 
will  sell  each  other’s  products,  including  the 
Microsoft  Network  on-line  service. 

During  fiscal  1995,  a wholly  owned  subsidiary 
of  Tele-Communications,  Inc.  (TCI)  purchased 
a 20%  minority  interest  in  the  newly  formed 
Microsoft  Online  Services  Partnership. 

• TCI  contributed  $125  million  of  its  common 
stock,  and  Microsoft  contributed  the 
business  assets  of  its  on-line  service,  The 
Microsoft  Network,  which  was  under 
development  at  the  time. 

• The  entity  was  subsequently  reorganized 
into  The  Microsoft  Network,  LLC,  with 
Microsoft  holding  an  80%  majority  interest. 

In  December  1995,  Microsoft  announced  joint 
ventures  with  NBC  to  create  a 24-hour  news 
and  information  channel,  and  an  interactive 
on-line  news  service.  The  MSNBC  is  the 
product  of  this  joint  venture,  and  is 
responsible  for  the  content  of  the  Microsoft 
Network. 

Competition 

Microsoft’s  major  competition,  by  product 
category,  is  as  follows: 

Operating  systems — Major  competitors 
include  large  OEMs  such  as  IBM,  Apple 
Computer,  and  Digital  Equipment 
Corporation.  The  company’s  operating 
systems  products  also  compete  with  UNIX- 
based  operating  systems,  including  those  from 
IBM,  AT&T,  Hewlett-Packard,  Sun 
Microsystems,  Novell,  and  The  Santa  Cruz 
Operation. 

In  the  future,  Microsoft  expects  its  operating 
systems  products  to  face  increasing 
competition  from  network  server  operating 


systems,  such  as  Novell  NetWare,  and  from 
“middleware”  products  such  as  Lotus  Notes 
from  IBM. 

Business  systems — Software  developers  that 
provide  competing  server  applications  include 
Oracle,  Sybase,  and  Informix.  Microsoft’s 
workgroup  products  face  competition  from 
Lotus  Development  (now  owned  by  IBM), 
which  has  a large  installed  base  of  Lotus 
Notes  and  cc:Mail. 

Desktop  applications — Competitors  include 
many  software  application  vendors,  such  as 
Lotus,  Oracle,  Claris,  and  Novell. 

On-line  services — Microsoft’s  new  online 
services  network,  The  MSN,  faces  competition 
both  from  established  online  networks,  such 
as  H&R  Block’s  CompuServe,  IBM  and  Sears’ 
Prodigy,  and  America  Online,  and  from  on- 
line services  offered  via  the  Internet,  such  as 
the  World  Wide  Web  portion  of  the  Internet. 
Netscape  provides  the  primary  competition  for 
navigation  software  for  the  Internet.  In 
addition,  Adobe,  Sun  Microsystems,  and  other 
companies  offer  software  for  Internet  servers 
and  for  user  navigation  of  the  Internet. 

Developer — Microsoft’s  developer  products 
compete  with  offerings  from  companies  such 
as  Sybase  and  Borland. 

Consumer — The  consumer  division  has  many 
smaller  competitors,  especially  in 
entertainment  and  education,  such  as  Intuit, 
Broderbund,  Electronic  Arts,  Softkey,  The 
Learning  Company,  Davidson  Associates, 
Voyager,  Compton’s,  Edmark,  Sierra  On-Line, 
and  Dorling  Kindersley.  Other  competitors 
own  branded  content,  such  as  Walt  Disney 
and  Lucas  Arts. 
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INPUT  Assessment 

One  of  Microsoft’s  major  strengths  is  its 
flexibility  and  agility.  Its  organizational 
structure,  planning,  and  implementation  have 
changed  repeatedly,  and  will  undoubtedly 
continue  to  do  so  in  the  future. 

Some  of  Microsoft’s  other  strengths  include: 

• Delivering  quality  products  at  attractive 
price  points 

• Quality  in  management,  and  the  leadership 
of  Bill  Gates 

• The  passion  for  technology  demonstrated  by 
the  company’s  employees 


Microsoft  has  an  85%  market  share  of  the 
desktop  applications  market.  As  such,  the 
company  faces  the  challenge  of  not  only 
maintaining,  but  increasing  the  saturation  of 
this  market. 

Although  Microsoft  has  a reputation  for  its 
strength  and  leadership,  it  is  still  facing 
strong  competitors,  such  as  Netscape,  Sun 
Microsystems,  Oracle,  and  Novell. 

Other  challenges  facing  Microsoft  in  the 
coming  year  include: 

• Meeting  the  expectations  of  stockholders,  in 
light  of  the  success  of  Windows  95 

• The  continuing  problem  of  controlling 
intellectual  property  rights— especially  from 
piracy  in  the  Far  East 
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FYE:  6/30/94 


Key  Points 

• Microsoft's  business  strategy  emphasizes 
the  development  of  a range  of 
microcomputer  software  products  marketed 
through  multiple  channels  of  distribution. 

• Microsoft's  Windows™  operating  system  is 
at  the  core  of  the  company's  systems 
strategy. 

• In  February  1995,  Microsoft  acquired 
RendorMorphics  Ltd.,  a London-based 
developer  of  three-dimensional  graphics 


programming  tools.  Microsoft  plans  to 
integrate  the  3-D  application  programming 
interface  (API)  in  future  versions  of 
Windows. 

• Looking  to  strengthen  its  position  in  the 
financial  software  market,  Microsoft 
announced  its  intent  to  acquire  Intuit, 
developer  of  the  Quicken®  software,  in  late 
1994.  The  acquisition  is  pending. 

• In  November  1994,  Microsoft  bought 
Nextbase  Ltd.,  a U.K.  based  interactive 
mapping  and  route-planning  software  firm. 

• In  late  1994,  Microsoft  announced  the 
formation  of  the  Microsoft  Network  (MSN), 
which  is  intended  to  thrust  Microsoft  into 
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the  transaction  processing  market  for 
electronic  commerce. 

• In  1994,  Microsoft  signed  an  agreement  with 
Visa  International  that  will  allow  secure 
electronic  credit  card  transactions  using 
encryption. 

• The  company  has  reorganized  its  Products 
Group  into  five  main  divisions,  each 
responsible  for  a particular  area  of  software 
development. 

Company  Description 

Microsoft  Corporation  was  founded  as  a 
partnership  in  1975  and  was  incorporated  in 
1981.  The  company  develops,  manufactures, 
markets  and  supports  microcomputer  systems 
and  applications  software  products  and 
related  books,  hardware  and  multimedia 
products. 

Microsoft's  primary  proprietary  operating 
systems  for  microcomputers  include  : 

• Microsoft  MS-DOS®  operating  system 

• Microsoft  Windows™  operating  system 

• Microsoft  Windows™  for  Workgroups 

• Microsoft  Windows  NT™  operating  system 

• Microsoft  LAN  Manager 

Structure  and  Operations 

Microsoft  is  currently  organized  into  three 
main  groups  as  follows  : 

• The  Products  Group  consists  of  five 
divisions,  each  responsible  for  a particular 
area  of  software  development,  technology 
development  and  product  marketing. 


- The  Personal  Operating  Systems  Division 
designs  and  develops  operating  systems 
for  desktop  PCs 

- The  Business  Systems  Division  develops 
enterprise-wide  computing  solutions, 
client/server  architecture,  networking 
products  and  workgroup  applications 

- The  Desktop  Applications  Division  focuses 
on  productivity  applications 

- The  Developer  Division  creates  database 
products  and  language  programming 
products  and  software  development  tools 

- The  Consumer  Division  develops  products 
targeted  toward  the  home,  school  and 
small  business  market,  including 
multimedia  consumer  products  and 
computer  input  devices 

• The  Sales  and  Support  Group  manages 
channels  that  serve  users,  organizations  and 
original  equipment  manufacturers  (OEMs). 
This  group  conducts  activities  such  as: 

- Marketing  products  through  the  U.S., 
Canada,  Europe,  other  international  and 
OEM  markets 

- Training  customers  through  Microsoft 
University 

- Providing  support  for  Microsoft's  products 
through  the  Consulting  Services,  Product 
Support  Services  and  Solutions  Providers 
divisions 

• The  Operations  Group  is  responsible  for 
business  operations  and  overall  business 
planning. 
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This  includes  activities  such  as: 

- Domestic  and  international  manufacturing 
operations  including  the  manufacture  and 
delivery  of  finished  goods,  licenses, 
subscripton  and  fulfillment  orders 

- Publishing  efforts  of  the  Microsoft  Press 

- Other  corporate  functions 

In  addition,  Microsoft  has  an  Advanced 
Technology  Division  that  employs  over  500 
people  and  researches  new  technologies  in 
areas  of  personal  computing  and  development 
of  innovative  consumer  software 
architectures. 

Worldwide  operations  of  the  corporation  are 
directed  from  Microsoft's  corporate 
headquarters  in  Redmond  (WA). 

• Microsoft  operates  sales,  training  and  field 
service  centers  across  the  U.S. 

• The  company  has  established  marketing, 
support  and/or  distribution  subsidiaries 
internationally  in  Argentina,  Australia, 
Austria,  Belgium,  Brazil,  Canada,  Chile, 
Colombia,  the  Czech  Republic,  Denmark, 
Dubai,  Ecuador,  Finland,  France,  Germany, 
Greece,  Hong  Kong,  Hungary,  India,  Israel, 
Italy,  Japan,  Malaysia,  Mexico,  Morocco,  the 
Netherlands,  New  Zealand,  Norway, 

People's  Republic  of  China,  Peru,  Poland, 
Portugal,  Puerto  Rico,  Russia,  Singapore, 
South  Africa,  South  Korea,  Spain,  Sweden, 
Switzerland,  Taiwan,  Thailand,  Turkey,  the 
United  Kingdom  and  Venezuela. 

Company  Strategy 

Microsoft's  business  strategy  emphasizes  the 
development  of  a broad  line  of  microcomputer 
software  products,  including  operating 
systems  for  personal  computers,  office 
machines  and  personal  home  devices; 


languages;  and  applications  programs;  as  well 
as  personal  computer  books,  hardware  and 
multimedia  products. 

Microsoft’s  marketing  strategy  calls  for 
increasing  its  customer  support  services  in 
order  to  attract  big  corporations  and  increase 
its  market  share.  The  company  is  working 
with  value-added  resellers,  OEMs  and 
consultants  to  strengthen  areas  of  weakness, 
such  as  networking  and  vertical  markets. 

Microsoft  is  targeting  the  home  market  with 
new  education  and  entertainment  software, 
television  advertising  and  technology 
demonstrations. 

Microsoft’s  product  strategy  focuses  on 
client/server  development  in  an  attempt  to 
build  client/server  momentum  from  the 
ground  up.  The  company  is  designing  its 
operating  system  products  for  new  hardware 
platforms — operating  systems  that  serve  as 
the  heart  of  a new  era  of  client-server 
computing. 

Microsoft  is  using  Windows  to  ease  access  to 
computer  networks  and  provide  more 
workgroup  enabled  applications. 

In  late  1994,  Microsoft  astounded  the  on-line 
computer  services  marketplace  together  with 
leading  banks  and  retailers  by  announcing  the 
formation  of  the  Microssoft  Network  (MSN). 

• MSN  wifi  thrust  Microsoft  into  the 
transaction  processing  market  for  electronic 
commerce,  including  access  and  search 
software  for  consumer  and  business 
procurement,  catalog  listings  by  equipment, 
and  software  vendors  and  payment  systems 
to  complete  the  proocurement  process. 

• Microsoft  also  announced  that  MSN  would 
be  the  home  for  the  Intuit  products,  once  the 
acquisition  has  been  finalized,  so  that  the 
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the  commerce  payment  services  could  be 
expanded  to  a full  set  of  electronic  financial 
services  to  be  offered  over  MSN.  In  general, 
the  announcement  of  MSN  seems  to  take 
the  above  strategies  and  focus  them  on 
specific  market  sectors. 

Microsoft  is  working  toward  enhancing  its 
Consumer  Division  by  introducing  several 
software  products  geared  toward  grammar- 
school-  and  high-school-age  markets.  This 


was  strengthened  by  its  joint  development 
agreement  with  Sega  of  Japan. 

Financials 

Total  fiscal  1994  revenue  reached  $4.65 
billion,  a 24%  increase  over  fiscal  1993 
revenue  of  $3.75  billion.  Net  income  rose 
20%,  from  $953  million  in  fiscal  1993  to  more 
than  $1.1  billion  in  fiscal  1994.  A five  -year 
financial  summary  follows: 


Microsoft  Corporation 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

6/94 

6/93 

6/92 

6/91 

6/90 

Revenue 

$4,649 

$3,753 

$2,759 

$1,843 

$1,183 

• Percent  change  from 

previous  year 

24% 

36% 

50% 

56% 

47% 

Income  before  taxes 

$1,722 

$1,401 

$1,041 

$671 

$410 

• Percent  change  from 

previous  year 

23% 

35% 

55% 

63% 

64% 

Net  income 

$1,146 

$953 

$708 

$463 

$279 

• Percent  change  from 

previous  year 

20% 

35% 

53% 

66% 

64% 

Earnings  per  share 

$1.88 

$1.57 

$1.20 

$0.82 

$0.52 

• Percent  change  from 

previous  year 

20% 

31% 

47% 

58% 

55% 

Research  and  development  expenditures  were 
approximately  $610  million  (13.1%  of  revenue) 
in  fiscal  1994,  compared  to  $470  million 
(12.5%  of  revenue)  in  fiscal  1993,  and  $352 
million  (12.8%  of  revenue)  in  fiscal  1992. 

Interim  Results 

Revenue  for  the  six  months  ending  December 
31,  1994  reached  $2.7  billion,  a 29%  increase 
over  $2.1  billion  for  the  same  period  in  1993. 
Net  income  for  the  period  rose  30%,  from  $528 
million  to  $689  million. 


Factors  leading  to  the  revenue  growth  were: 

• Strong  performance  by  Microsoft  Office 

• Increased  sales  of  the  Microsoft  Windows 
operating  system 

• Rise  in  sales  of  the  Consumer  division 
products,  due  to  the  holiday  season 

Industry  Markets 

Microsoft’s  customers  include  individuals  in 
businesses  (both  small  and  large), 
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representing  a variety  of  industries, 
government  agencies,  educational  institutions 
and  home  users. 

Microsoft  markets  its  software  and  hardware 
products  through  four  primary  channels  of 


distribution — Finished  goods  in  the  U.S.  and 
Canada;  Europe;  Other  international;  and 
OEM  channels. 

A three-year  summary  of  source  of  revenue  by 
distribution  channel  follows: 


Microsoft  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

6/94 

6/93 

6/92 

Distribution  Channel 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

U.S. and  Canada 

$1,575 

34% 

$1,371 

37% 

$1,062 

39% 

Europe 

1,363 

29% 

1,259 

34% 

997 

36% 

Other  International 

532 

11% 

392 

10% 

223 

8% 

OEM  Channels 

1,179 

26% 

731 

19% 

477 

17% 

Total 

$4,649 

100% 

$3,753 

100% 

$2,759 

100% 

Effective  1994,  the  company  is  reporting 
revenues  for  four  distribution  channels  (as 
opposed  to  three  channels  through  1993).  The 
sales  of  finished  goods  in  the  U.S.  and  Canada 
have  been  grouped  together,  and  Europe  has 
been  reported  separate  from  international 
revenues. 

U.S.  and  Canada  channel  revenues  increased 
15%  in  fiscal  1994,  as  compared  to  29%  in 
fiscal  1993.  European  revenues  increased  8% 
in  1994  as  compared  to  26%  in  1993. 
International  revenues  increased  36%  in  fiscal 
1994,  as  compared  to  76%  in  fiscal  1993. 


OEM  channel  revenues  increased  61%  in 
fiscal  1994,  as  compared  to  53%  in  fiscal  1993. 
The  major  factors  contributing  to  the  OEM 
revenues  were  sales  of  MS-DOS  and  Microsoft 
Windows  operating  systems. 

Revenue  Analysis  by  Product  Line 

Approximately  33%  of  Microsoft's  fiscal  1994 
revenue  was  derived  from  systems  software 
products,  63%  from  applications  software 
products  and  4%  from  hardware  products.  A 
three-year  summary  of  source  of  revenue 
appears  on  the  following  page. 
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Microsoft  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

6/94 

6/93 

6/92 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Applications  software 

$2,927 

63% 

$2,253 

60% 

$1,401 

51% 

Systems  software 

1,519 

33% 

1,267 

34% 

1,104 

40% 

Hardware  products 

203 

4% 

233 

6% 

254 

9% 

Total 

$4,649 

100% 

$3,753 

100% 

$2,759 

100% 

Applications  product  group  revenues  rose  30% 
during  fiscal  1994. 

• Increase  in  revenues  were  attributed  mainly 
to  sales  of  Windows-based  products, 
particularly  The  Microsoft  Office,  which 
includes  Microsoft  Excel,  Microsoft  Word,  a 
Microsoft  Mail  license,  Microsoft 
PowerPoint®  presentation  graphics 
program  and  Microsoft  Access.  The 
Microsoft  Home  suite  of  products  also  had  a 
continued  revenue  growth. 

• Approximately  85%  of  the  applications 
product  group  revenue  for  fiscal  1994  was 
derived  from  Windows-based  software 
programs,  up  from  approximately  75%  in 
fiscal  1993  and  65%  in  fiscal  1992. 

Systems  product  group  sales  rose  20%  during 
fiscal  1994. 


• The  MS®  Windows  operating  system  has 
been  an  increasingly  strong  contributor  to 
the  systems  revenues  over  the  past  three 
years.  The  company  has  an  installed  base  of 
MS  Windows  that  exceeds  30  million  PCs. 

• Systems  revenues  generated  by  the  MS- 
DOS  operating  system  increased  in  1994 
and  1993.  The  installed  base  of  MS-DOS  is 
approximately  over  120  million  PCs. 

Hardware  product  group  revenues  decreased 
by  approximately  13%  during  fiscal  1994. 
Demand  for  the  Microsoft  Mouse  and 
BallPoint®  mouse  pointing  devices  is  finked 
to  that  for  the  Windows  operating  system. 

Geographic  Markets 

A three-year  summary  of  geographic  source  of 
revenue  provided  by  Microsoft  appears  on  the 
following  page. 
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Microsoft  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

6/94 

6/93 

6/92 

Item 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

U.S.  operations 

$3,472 

75% 

$2,655 

71% 

$1,878 

68% 

European  operations 

1,401 

30% 

1,289 

34% 

1,019 

37% 

Other  international  operations 

375 

8% 

395 

11% 

272 

10% 

(Eliminations) 

(599) 

(13%) 

(586) 

(16%) 

(410) 

(15%) 

Total 

$4,649 

100% 

$3,753 

100% 

$2,759 

100% 

U.S.  operations  include  domestic  revenues, 
licensing  to  OEMs  and  exports  of  finished 
goods  to  customers  in  Canada,  Asia  and  South 
America. 

Microsoft  operates  sales,  training  and  field 
services  across  the  U.S.  Sales  in  the 
international  channel  are  to  resellers  and 
directly  to  users. 

Acquisitions 

Acquisitions  made  by  Microsoft  during  the 
past  two  years  include  the  following: 

In  February  1995,  Microsoft  acquired 
RenderMorphics  Ltd.,  based  in  London. 

• RenderMorphics  develops  three-dimensional 
graphics  programming  tools. 

• Microsoft  will  enhance  the  RenderMorphics’ 
Reality  Lab  product  fine  and  integrate  it  as 
a general  purpose  3-D  API  in  future  releases 
of  Windows. 

In  January  1995,  Microsoft  announced  its 
acquisition  of  an  equity  stake  in  UuNet 
Technologies,  Inc.  of  Falls  Church  (VA),  a 
large  national  Internet  service  provider. 


In  late  1994,  Microsoft  announced  its  intent  to 
acquire  Intuit,  Inc.,  based  in  Menlo  Park  (CA). 

• Intuit  makes  Quicken,  a checkbook  and 
home  financial  management  product,  among 
other  products. 

• Quicken  has  about  6 million  active  users  in 
the  U.S. 

• The  acquisition  is  still  pending. 

In  late  1994,  Microsoft  acquired  the  assets  of 
Nextbase  Ltd.,  a UK-based  interactive 
mapping  and  route-planning  software  firm. 

In  February  1994,  Microsoft  acquired 
Softimage,  Inc.  headquartered  in  Montreal, 
Quebec,  in  an  effort  to  strengthen  its  ties  with 
the  entertainment  industry.  Microsoft  offered 
Softimage  about  $130  million  in  stock. 

• Softimage  develops,  markets  and  supports  a 
fully  integrated  family  of  interactive 
software  products  that  enable  designers  and 
animators  to  create  high-quality,  photo- 
realistic, three-dimensional  imagery. 
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• Softimage  had  sales  of  approximately  $2.9 
million  in  its  fiscal  year  ending  October 
1993. 

In  August  1993,  Microsoft  agreed  to  buy  about 
50%  of  Continuum  Inc.,  a company  that  was 
originally  set  up  in  1989  by  Bill  Gates  to 
acquire  the  digital  rights  to  famous  works  of 
art,  but  has  since  been  working  on  database 
access  and  presentation  software. 

Employees 

As  of  June  30,  1994,  Microsoft  had 
approximately  15,257  employees  (10,264 
domestic  and  4,993  international),  segmented 
as  follows: 


Marketing/sales/support 8,079 

Research  and  development 4,417 

Manufacturing,  distribution 1,344 

Finance  and  administration 1,417 


15,257 

Key  Products  and  Services 

Microsoft's  current  product  and  service 
offerings  are  summarized  by  division  as 
follows  : 

Personal  Operating  Systems  Division 

The  Personal  Operating  Systems  Division 
develops  desktop  operating  systems  software. 
Microsoft’s  primary  operating  systems 
include: 

• MS-DOS — An  operating  system  for  PCs  that 
is  single-user  and  single-tasking 

• Windows — A graphical  operating  system  for 
MS-DOS-based  PCs.  The  installed  base  for 
Windows  is  over  60  million  units  worldwide 

• Windows  for  Workgroups — An  operating 
system  that  integrates  network  and 
workgroup  functionality  into  Windows 


The  company  is  developing  a Windows  95 
desktop  personal  operating  system  designed 
to  replace  MS-DOS,  Windows  and  Windows 
for  Workgroups.  It  will  be  a 32-bit  operating 
system  that  will  be  compatible  with  existing 
software  apphcations. 

Business  Systems  Division 

This  division  is  responsible  for  developing 
business  solutions  such  as: 

• Microsoft  Windows  NT  workstation — A 32- 
bit  operating  system  for  chent/server 
computing  that  provides  pre-emptive 
multitasking,  advanced  security  and 
rehability,  built-in  networking  and 
scalabihty  across  hardware  platforms  for 
users  of  powerful  PCs,  workstations  and 
network  servers.  The  Windows  NT 
Advanced  Server,  in  addition  to  the  features 
of  Windows  NT,  provides  extensive  network 
management  features,  support  for 
Macintosh®  clients  and  fault  tolerance 

• LAN  Manager — A network  operating  system 
that  offers  the  ability  to  run  applications, 
share  files  and  devices  and  perform  remote 
processing  in  a chent/server  computing 
environment 

• Microsoft  Mail — A workgroup  application  for 
PC  networks  that  offers  large,  corporate 
users  support  for  multiple  network 
environments 

• Microsoft  Schedule+ — Introduced  in  July 
1992,  it  is  a calendaring  and  scheduling 
program  using  Microsoft  Mail 

• Microsoft  At  Work — An  architecture  that 
creates  digital  connections  between  office 
machines,  thus  enabling  free  flow  of 
information  throughout  the  workplace 
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Desktop  Applications  Division 

This  division  develops  applications  software 
products  that  include  word  processing, 
spreadsheets,  graphics  and  project 
management  applications  summarized  as 
follows: 

• Microsoft  Office — Available  in  two  editions, 
Standard  and  Professional.  The  Standard 
edition  is  available  for  Windows  and 
Macintosh  operating  systems  and  includes 
Microsoft  Word,  Microsoft  Excel,  the 
Microsoft  PowerPoint  and  a workstation 
license  for  Microsoft  Mail.  The  Professional 
edition  for  Windows  adds  the  Microsoft 
Access  database.  The  installed  base  of 
Microsoft  Office  is  over  6 million  units 
worldwide 

• Microsoft  Word — A word  processing 
program  with  versions  available  for  MS- 
DOS,  Windows,  Windows  NT,  OS/2  and 
Macintosh  environments 

• Microsoft  Excel — A spreadsheet  program 
with  versions  available  for  Windows, 
Windows  NT,  Macintosh  and  OS/2  operating 
systems 

• Microsoft  PowerPoint — A presentation 
graphics  program  that  runs  under  Windows 
and  Macintosh  operating  systems 

• Microsoft  Project— A critical  path  method 
project  scheduling  and  resource  allocation 
program  that  runs  on  MS-DOS,  Windows, 
and  Macintosh  operating  systems.  Project 
can  perform  budgeting,  monitoring  and  cost 
estimating  for  large  business  projects 


Developer  Division 

This  division  offers  software  development 

tools  and  database  products  as  follows: 

• Microsoft  Access — A relational  database 
management  application  designed  for 
interactive  users  and  developers 

• Microsoft  FoxPro — A desktop  database 
development  tool  that  supports  MS-DOS, 
Windows,  Windows  NT,  Macintosh  and 
UNIX 

• Microsoft  SQL  Server — An  intelligent,  high- 
performance  relational  database 
management  system  for  PC  local-area 
networks  running  under  OS/2.  It  was 
developed  jointly  by  Microsoft  and  Sybase 

Languages/compilers  offered  by  Microsoft 

include: 

• Visual  C++™  development  for  16  and  32-bit 
application  development  on  Windows  and 
Windows  NT 

• AC  development  system  for  Windows 

• Visual  Basic  development  environment  for 
MS-DOS  and  Windows 

• Development  environments  in  Assembly  and 
FORTRAN  languages  for  MS-DOS, 

Windows  and  Windows  NT 

• Microsoft  QuickBASIC™,  Microsoft 
QuickPascal®,  Microsoft  QuickC®  and 
Microsoft  QuickAssembler™  software 
development  environment  products  for 
beginning  programmers 
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• COBOL,  FORTRAN,  Pascal  and  BASIC 
compilers  for  UNIX 

• BASIC  compiler  (OS/2,  MS-DOS,  XENIX, 
Macintosh) 

Consumer  Division 

This  division  develops  and  markets  various 
products  designed  for  small  businesses, 
schools  and  homes  as  follows: 

• Microsoft  Works — An  integrated  program 
with  word  processing,  spell  checking  and 
thesaurus,  spreadsheet  with  charting  and 
database  with  reporting  and  communication 
capabilities.  Versions  available  include 
Windows,  MS-DOS  and  Macintosh  systems 

• Microsoft  Publisher — An  entry-level  desktop 
publishing  tool  for  Windows,  featuring  an 
interactive  tool  called  Page  Wizards™ 
design  assistant  that  automates  the  design 
process  of  12  custom  publications 

• Microsoft  Profit — An  entry-level  business 
management  and  accounting  program  for 
small  businesses,  released  in  February  1993 

In  October  1993,  Microsoft  introduced 
Microsoft®  Home,  a broad  range  of  consumer 
software  products  targeted  at  the  rapidly 
expanding  market  for  home  computer  users. 

Microsoft  Multimedia  Publishing  Group 
currently  markets  the  following  products: 

• Microsoft  Bookshelf®  for  Windows  and 
Macintosh 

• Microsoft  Encarta  for  Windows  and 
Macintosh 

• Microsoft  Beethoven:  The  Ninth  Symphony 

• Microsoft  Stravinsky:  The  Rite  of  Spring 

• Microsoft  Mozart:  Dissonant  Quartet 

• Microsoft  Mulltimedia  Strauss  for  Windows 

• Microsoft  Musical  Instruments 

• Microsoft  Windows  Sound  System 


• Microsoft  Dinosaurs 

• Microsoft  Dangerous  Creatures 

• Microsoft  Ancient  Lands 

• Microsoft  Cinemania 

• Microsoft  Art  Gallery 

• Microsoft  Explorapedia 

Entertainment  and  productivity  products 
include: 

• Microsoft  Flight  Simulator 

• Microsoft  Space  Simulator 

• Microsoft  Paris 

• Microsoft  New  York 

• Microsoft  Golf 

• Microsoft  Creative  Writer 

• Microsoft  Fine  Artist 

• Microsoft  Windows  Entertainment  Pack 

• Microsoft  Windows  Productivity  Pack 

Input  devices  include  the  Microsoft  Mouse, 
Microsoft  BallPoint  Mouse  and  Microsoft 
Natural  Keyboard. 

Microsoft  Network  Division 
Currently  in  formation,  the  MSN  Division  will 
develop  the  Microsoft  Network,  including 
gateways  to  other  networks,  vendor  service 
systems,  user  search  software  and  other 
financial  services  structured  around  the 
Intuit/Quicken  acquisition. 

Services 

Microsoft  University  (MSU)  was  established 
in  1987  to  provide  technical  training  for 
software  developers  and  data  processing 
professionals. 

• The  organization  offers  over  25  classes  on 
various  topics  related  to  Microsoft’s  products 
at  company  and  outside  locations. 

• The  courses  are  offered  worldwide  at 
Microsoft  offices,  at  Authorized  Training 
Centers  and  customer  sites.  Microsoft 
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Press,  founded  in  1983,  publishes  books 
about  Microsoft  products  and  other  software 
developers  and  current  developments  in  the 
microcomputer  industry. 

• Books  pubhshed  by  Microsoft  Press  are 
typically  written  and  copyrighted  by 
independent  authors  who  submit  their 
manuscripts  to  Microsoft  for  pubhcation  and 
receive  royalties  based  on  net  revenue 
generated  by  the  product. 

• Microsoft  Press  currently  has  more  than  160 
titles  in  30  languages. 

Product  Support 

Through  a specialized  group  of  Microsoft 
Solutions  Providers  that  include  Authorized 
Support  Centers  and  Authorized  Training 
Centers,  the  company  offers  multivendor 
support,  consulting  services  and  advisory  and 
diagnostic  assistance. 

Microsoft  has  also  announced  new  fee-based 
programs  of  24-hour-a-day  access  to  technical 
support,  designed  primarily  for  MIS 
professionals,  developers,  OEMs  and  other 
customers  who  are  typicahy  in  mission-critical 
and  development  environments. 

The  company  offers  technical  support  for  ah  of 
its  products  through  its  Product  Support 
Services  Group.  The  group  handles  questions 
through  telephone  and  letter  requests  and 
provides  assistance  to  developers  and  OEMs 
through  modem  communications  systems  in  a 
service  cahed  OnLine.  The  group  has 
locations  in  the  U.S.  and  in  Microsoft 
subsidiaries. 

In  addition,  Microsoft  has  a database  cahed 
Microsoft  KnowledgeBase  that  contains  over 
55,000  technical  articles  with  useful 
information  regarding  Microsoft  products. 

The  company  also  offers  two  information 


subscription  services  cahed  Microsoft  TechNet 
and  Microsoft  Developer  Network. 

Microsoft’s  corporate  support  offerings 
include: 

• Premier  Global  Support  program  has  the 
fohowing  conditions: 

- A single  contract  (Base  price  of  $225,000 
per  year 

- A designated  support  team  of  10  contact 
people  worldwide 

- Additional  contact  people  available  at  a 
price  of  $10,000  each 

- Two  on-site  visits  for  planning  per  year 
from  Microsoft 

- Annual  support  plan 

- Unlimited  incidents  (800  number  where 
available) 

- 24-hour  service,  7 days  a week 

• Premier  Support  Program  includes  the 
fohowing  terms: 

- Base  price  of  $25,000  per  year 

- Allows  for  a total  of  150  incidents  per  year 

- Additional  incidents  cost  $1,500  for  10 

- Designated  support  team 

- Annual  support  plan 

- 24-hour  service,  7 days  a week 

• Support  Consulting  Line  includes: 

- Consulting  at  $190  per  hour,  one-hour 
minimum 
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- Discussion  of  issues  that  go  beyond 
technical  support 

Clients 

Microsoft  markets  to  endusers,  organizations 
and  OEMs.  Users  of  the  company’s  products 
include  individuals  in  business,  government 
agencies,  educational  institutions  and  at 
home. 

Marketing  and  Sales 

Microsoft  markets  its  products  through  four 
primary  channels  of  distribution — OEM;  U.S. 
and  Canada;  Europe  and  other  international 
channels. 

OEM  Channel 

Microsoft  has  OEM  agreements  with  virtually 
all  of  the  major  domestic  microcomputer 
manufacturers,  including  AST  Research, 
Compaq,  DEC,  Dell,  Fujitsu,  Gateway  2000, 
IBM,  NEC,  Olivetti,  Packard  Bell,  Toshiba, 
Unisys  and  Zenith.  The  products  are 
distributed  under  Microsoft  trademarks. 

U.S.  and  International  Channels 

Microsoft  uses  direct  marketing  techniques  to 
promote  sales  of  new  versions  of  products  to 
existing  users.  Fulfillment  of  product  to  the 
user  is  accomplished  by  either  direct  shipment 
or  through  the  reseller  channel. 

Microsoft  also  markets  its  products  in  the 
domestic  (U.S.)  retail  channel  through 
independent  non-exclusive  distributors  and 
resellers. 

• Distributors  include  Computer  2000, 

Ingram  Micro  and  Merisel. 

• Resellers  include  Softmart,  Corporate 
Software,  Egghead  Software  and  Software 
Spectrum. 


Internationally,  Microsoft  has  subsidiaries 
that  provide  marketing,  support  and  /or 
distribution  to  resellers  and  directly  to  users. 
International  sites  are  in  Argentina, 

Australia,  Austria,  Belgium,  Brazil,  Canada, 
Chile,  Colombia,  the  Czech  Republic, 

Denmark,  Dubai,  Ecuador,  Finland,  France, 
Germany,  Greece,  Hong  Kong,  Hungary, 

India,  Israel,  Italy,  Japan,  Malaysia,  Mexico, 
Morocco,  the  Netherlands,  New  Zealand, 
Norway,  People's  Republic  of  China,  Peru, 
Poland,  Portugal,  Puerto  Rico,  Russia, 
Singapore,  South  Africa,  South  Korea,  Spain, 
Sweden,  Switzerland,  Taiwan,  Thailand, 
Turkey,  the  United  Kingdom  and  Venezuela. 

Microsoft's  Industry  Specialist  Program 
provides  vertical  solution  vendors  with  access 
to  Micrsoft's  software  and  support  services  to 
foster  a strong  market  for  turnkey 
client/server  solutions  on  PC  platforms  using 
Windows,  SQL  Server,  LAN  Manager  and 
Windows  NT. 

Microsoft's  Solutions  Channel  offers  direct 
access  to  Microsoft  tools,  support  and 
information  for  direct  access  to  Microsoft 
tools,  support  and  information  for  companies 
in  the  business  of  selling  value-added 
software  services  to  customers.  The  service 
supports  value-added  resellers,  systems 
integrators,  consultants  and  training 
organizations. 

The  Microsoft  Select  program  is  designed  to 
make  it  easier  for  large  organizations  to 
acquire  and  maintain  Microsoft  products.  The 
targeted  audiences  include  technology 
specialists  and  influential  users  in  large 
enterprises. 

The  Consulting  Services  unit  assists 
customers  in  using  Microsoft's  systems, 
applications  and  communications  products. 
The  division  functions  in  the  domestic  and 
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international  markets  and  focuses  on  large 
corporate  accounts. 

The  company  has  approximately  120 
marketing  communications  professionals  and 
works  closely  with  a large  advertising  and 
direct  marketing  firm,  Ogilvy  & Mather. 
Microsoft's  marketing  activities  include 
advertising,  direct  marketing,  worldwide 
packaging  and  marketing  materials.  The 
company's  media  mix  is  approximately  50% 
broad  consumer  medium  such  as  television, 
radio  and  business  publications  and  50% 
trade  publications. 

Alliances 

Major  partnerships  that  Microsoft  formed 
during  the  past  two  years  include: 

• In  early  1995,  Microsoft  announced 
agreements  with  50  leading  manufacturers 
of  computer  hardware  and  software  to  list 
their  products  on  the  MSN.  Hewlett- 
Packard  was  identified  as  one  of  the  larger 
participants. 

• In  November  1994,  Microsoft  and  Visa 
International  announced  plans  to  jointly 
develop  data-security  software  for  credit 
card  transactions  over  networks,  which 
would  facilitate  shopping  by  computer.  The 
software  will  be  used  to  prevent  computer 
hackers  from  illegal  access  to  financial 
transactions. 

• In  October  1994,  Microsoft  and  Deutsche 
Bundespost  Telekom  agreed  to  jointly 
develop  multimedia  products.  The  goal  of 
the  cooperation  is  to  build  a Windows-based 
platform  that  can  offer  services  and  uses  on 
existing  ISDN  and  future  Telecom  networks. 

• In  May  1994,  Microsoft  signed  a letter  of 
intent  with  Rogers  Cablesystems  Ltd., 
Canada’s  largest  cable  television  company, 
to  provide  software  for  an  interactive  cable 


system  that  wifi  be  deployed  in  the  first  half 
of  1996. 

• In  April  1994,  Microsoft  and  Shiva 
Corporation  of  Burlington  (MA) 
announced  that  they  would  be  working 
together  to  help  ensure  that  the  next  version 
of  the  Microsoft  Windows  operating  system, 
code  named  "Chicago",  will  provide 
seamless,  remote,  corporate-network-access 
capabilities  for  computer  users  and  remote 
sites. 

• In  February  1994,  Microsoft  signed  a deal 
with  Sega,  a Japanese  group,  to  develop  an 
advanced  video  games  machine. 

• In  May  1993,  Microsoft  formed  a strategic 
alliance  with  Micro  Focus  of  Palo  Alto  (CA), 
to  continue  to  deliver  COBOL  solutions  to 
corporations.  Micro  Focus  has  been  a 
longtime  strategic  partner  of  Microsoft  and 
the  two  companies  now  plan  to  move  their 
strategic  relationship  from  one  that  focused 
on  technology  to  also  include  a focus  on 
marketing  to  deliver  COBOL  solutions. 

• In  May  1993,  Microsoft  announced  its 
agreement  with  Dun  & Bradstreet  (D&B) 
Software,  to  jointly  develop  D&B  Software 
products  for  Microsoft's  Windows  NT 
operating  system. 

• In  April  1993,  Microsoft  and  SAP  AG,  the 
parent  company  of  SAP  America,  Inc., 
forged  a strategic  worldwide  cooperative 
agreement  that  expanded  their  existing 
relationship.  The  agreement 

includes — porting  of  SAP's  R/3  System  to 
Microsoft's  Windows  NT  platform  and 
Microsoft  SQL  Server  for  Windows  NT; 
developing  coordinated  marketing  activities 
for  the  R/3  System  on  Windows  NT;  and 
exchanging  technology  and  industry 
expertise  and  experiences  to  improve  the 
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development  of  system  architectures  and 
products  in  the  client/server  environment. 

• In  April  1993,  Microsoft  entered  an  alliance 
with  Compaq  Computer  Corp.  to  develop 
new  products  including  pen-based  and 
handheld  computers. 

• In  April  1993,  Microsoft  and  Computer 
Associates  International  Inc.  (CA)  entered 
into  a joint  venture  to  create  a version  of 
Unicenter,  CA's  mainframe  computer 
software,  for  use  with  Windows  NT. 

• In  February  1993,  Microsoft  partnered  with 
Infonet  Services  Corp.  in  a distributed 
systems  management  effort  designed  to 
simplify  the  distribution  and  tracking  of  PC 
applications  software. 

Investments 

In  March  1994,  Microsoft  invested  $30  million 
in  Mobile  Telecommunication  Technologies 
Corporation's  (Mtel)  nationwide  Wireless 
Network  (NWN).  It  gave  Microsoft  an  8.5% 
stake  in  the  Jackson  (Ml)-based  wireless 
network  vendor. 

Competition 

Microsoft's  independent  software  vendor 
competitors  include  Lotus  Development, 
Novell  and  Oracle. 

Microsoft  markets  its  operating  system 
products  to  OEMs  and  users.  Competitors  in 
that  market  include  the  large  OEMs  (IBM, 
Apple  Computer  and  Sun  Microsystems),  joint 
ventures  of  OEMs  and  independent  systems 
software  vendors,  such  as  Novell. 

Principal  competitive  factors  in  marketing 
microcomputer  software  are  the  product's 
reputation,  features  and  functions,  ease  of 
use,  reliability,  price  relative  to  performance, 
timeliness  of  delivery  and  availability  and 
quality  of  support  services. 


INPUT  Assessment 

One  of  Microsoft’s  major  strengths  is  its 
flexibility.  Its  organizational  structure, 
planning  and  implementation  have  changed 
repeatedly  and  will  undoubtedly  continue  to 
do  so. 

The  company  has  also  focused  on  improving 
its  customer  service  as  part  of  its  move  to 
expand  into  the  world  of  enterprise 
computing. 

A major  challenge  faced  by  Microsoft  is  to  be 
successful  in  its  on-line  network  business  that 
it  has  been  working  on.  It  has  formed  several 
alliances  to  accelerate  its  online  net  strategy. 

Microsoft  needs  to  get  the  Windows  95 
operating  system  to  the  market  on  time  and 
avoid  delays  such  as  those  experienced  with 
Microsoft  Word  6.0. 

Another  challenge  is  to  gain  acceptance  with 
customers  as  a credible  enterprise  systems 
software  vendor.  The  sole  threat  to 
Microsoft’s  success  is  that  it  is  trying  to 
proceed  on  many  critical  fronts 
simultaneously. 

• Microsoft  will  continue  to  dominate  the 
desktop  software  market. 

• Microsoft  will  be  successful  in  capturing  a 
significant  share  of  the  consumer/home  PC 
market. 

• Microsoft's  long-term  success,  measured  by 
continued  growth  in  revenue,  will  be 
dependent  on  its  success  with  its  operating 
systems  product,  Windows  95  and  its  on-line 
network,  the  MSN. 
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Chairman  & CEO:  William  H.  Gates 

Corporate  Headquarters 
One  Microsoft  Way 
Redmond,  WA  98052-6399 
Phone:  (206)  882-8080 

Fax:  (206)  936-7329 


Status:  Public 

Employees:  14,430  (6/93) 

Revenue:  $ 3,753,000,000 

FYE:  6/30/93 


Key  Points 

• Microsoft's  business  strategy  emphasizes 
the  development  of  a range  of 
microcomputer  software  products 
marketed  through  multiple  channels  of 
distribution. 

• Microsoft's  Windows™  operating  system 
is  at  the  core  of  th* *  company's  systems 
strategy. 

• In  February  1994,  Microsoft  reached  an 
agreement  to  acquire  Softimage,  Inc. 


headquartered  in  Montreal,  Quebec,  in 
an  effort  to  strengthen  its  ties  with  the 
entertainment  industry.  Softimage 
develops,  markets  and  supports  a fully 
integrated  family  of  interactive  software 
products. 

• In  February  1994,  Microsoft  signed  a 
deal  with  Sega,  a Japanese  group,  to 
develop  an  advanced  video  games 
machine  in  adventure,  in  an  effort  to 
strengthen  its  consumer  division. 

• In  October  1993,  Microsoft  introduced  its 
Microsoft®  Home  line,  a broad  range  of 
consumer  software  products  targeted  at 
the  rapidly  expanding  market  for  home 
computer  users. 
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• During  1993,  as  part  of  a broad 
client/server  database  strategy, 

Microsoft  released  Microsoft  Access,  a 
relational  programmable  database 
management  system  for  Windows. 

• In  July  1993,  Microsoft  released 
Microsoft  Windows  NT,  a 32-bit 
operating  system  for  client/server 
computing. 

Company  Description 

Microsoft  was  founded  as  a partnership  in 
1975  and  was  incorporated  in  1981.  The 
company  develops,  manufactures,  markets 
and  supports  microcomputer  systems  and 
applications  software  products  and  related 
books,  hardware  and  multimedia 
products. 

Structure  and  Operations 

Microsoft  is  currently  organized  into  three 
main  groups  as  follows  : 

• The  Products  Group  is  comprised  of  five 
main  divisions,  each  responsible  for  a 
particular  area  of  software  development. 

- The  Systems  Division  designs  and 
develops  operating  systems, 
networking  products  and  hardware 
peripherals. 

- The  Desktop  Applications  Division 
creates  productivity  applications. 

- The  Database  and  Development  Tools 
Division  creates  database  products 
and  language  programming  products 
and  tools. 

- The  Consumer  Division  develops 
products  designed  for  the  home,  school 


and  small  business  market,  including 
multimedia  consumer  products. 

- The  Workgroup  Division  develops 
electronic  mail  and  scheduling 
products. 

• The  Sales  and  Support  Group  is 
responsible  for  building  long-term 
business  relationships  with  customers. 
This  group  includes  : 

- Marketing  products  through  the  U.S., 
international  and  original  equipment 
manufacturer  (OEM)  markets. 

- Training  customers  through  Microsoft 
University. 

- Providing  support  for  Microsoft's 
products  through  the  Consulting 
Services,  Product  Support  Services 
and  Solutions  Providers  divisions. 

• The  Operations  Group  is  responsible  for 
managing  business  operations  and 
overall  business  planning.  This  includes: 

- Domestic  and  international 
manufacturing  operations. 

- Publishing  efforts  of  the  Microsoft 
Press. 

Microsoft  also  has  an  Advanced 
Technology  Division  which  is  involved  in 
the  research  of  new  technologies  in  the 
areas  of  personal  computing  and  the 
development  of  innovative  consumer 
software  architectures. 

Microsoft's  primary  proprietary  operating 
systems  for  microcomputers  include  : 
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• Microsoft  MS-DOS®  operating  system 

• Microsoft  Windows™  operating  system 

• Microsoft  Windows™  for  Workgroups 

• Microsoft  Windows  NT™  operating 
system 

• Microsoft  LAN  Manager 

Worldwide  operations  of  the  corporation 
are  directed  from  Microsoft's  corporate 
headquarters  in  Redmond  (WA). 

Microsoft  operates  sales,  training  and  field 
service  centers  across  the  U.S.  The 
company  has  established  marketing, 
support  and/or  distribution  subsidiaries 
internationally  in  Argentina,  Australia, 
Austria,  Belgium,  Brazil,  Canada,  Chile, 
Colombia,  Czech  Republic,  Denmark, 
Ecuador,  Finland,  France,  Germany, 
Greece,  Hong  Kong,  Hungary,  India, 

Israel,  Italy,  Japan,  Korea,  Malaysia, 
Mexico,  Morocco,  the  Netherlands,  New 
Zealand,  Norway,  the  People's  Republic  of 
China,  Poland,  Portugal,  Puerto  Rico, 
Republic  of  China,  Russia,  Singapore, 
South  Africa,  Spain,  Sweden,  Switzerland, 
Taiwan,  Thailand,  Turkey,  United  Arab 
Emirates,  United  Kingdom  and 
Venezuela. 

Company  Strategy 

Microsoft's  business  strategy  emphasizes 
the  development  of  a broad  line  of 
microcomputer  software  products, 
including  operating  systems  for  personal 
computers,,  office  machines  and  personal 
home  devices;  languages;  and  applications 
programs;  as  well  as  personal  computer 
books,  hardware  and  multimedia 
products. 


Market  Strategy: 

Microsoft  is  increasing  its  customer 
support  services  in  order  to  attract  big 
corporations  and  increase  its  market 
share.  The  company  is  working  with 
value-added  resellers,  OEMs  and 
consultants  to  strengthen  areas  of 
weakness,  such  as  networking  and 
vertical  markets.  In  July  1993,  the 
company  announced  its  plans  to  expand 
and  refocus  its  consulting  group  to 
transfer  development  skills  for  its 
client/server  platform  to  a broad  range  of 
value-added  resellers,  independent 
software  vendors,  developers  and  other 
solutions  providers. 

Microsoft  is  targeting  the  home  market 
and  in  October  1993,  launched  a multi- 
million-dollar  campaign  to  lure  consumers 
into  the  market  with  new  education  and 
entertainment  software,  television 
advertising  and  technology 
demonstrations. 

Product  Strategy: 

Microsoft  is  focusing  on  client/server 
development  in  an  attempt  to  build 
client/server  momentum  from  the  ground 
up.  The  company  is  designing  its 
operating  system  products  for  new 
hardware  platforms — operating  systems 
that  serve  as  the  heart  of  a new  era  of 
client-server  computing. 

Microsoft  is  making  applications  more 
network-  and  workgroup-enabled  with  the 
advent  of  Windows  NT  and  increased 
presence  of  Windows  for  Workgroups. 

Microsoft  is  working  toward  enhancing  its 
Consumer  Division  by  introducing  several 
software  products  geared  toward 
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grammar-school-  and  high-school-age 
markets.  This  was  strengthened  by  its 
joint  development  agreement  with  Sega  of 
Japan. 


Financials 

Total  fiscal  1993  revenue  reached  $3.75 
billion,  a 36%  increase  over  fiscal  1992 
revenue  of  $2.76  billion.  Net  income  rose 
35%,  from  $708  million  in  fiscal  1992  to 
$953  million  in  fiscal  1993.  A five  -year 
financial  summary  follows: 


Microsoft  Corporation 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

6/93 

6/92 

6/91 

6/90 

6/89 

Revenue 

$3,753 

$2,759 

$1,843 

$1,183 

$804 

• Percent  increase  from 

previous  year 

36% 

50% 

56% 

47% 

36% 

Income  before  taxes 

$1,401 

$1,041 

$671 

$410 

$251 

• Percent  increase  from 

previous  year 

35% 

55% 

63% 

64% 

37% 

Net  income 

$953 

$708 

$463 

$279 

$171 

• Percent  increase  from 

previous  year 

35% 

53% 

66% 

64% 

38% 

Earnings  per  share 

$3.15 

$2.41 

$1.64 

$1.04 

$0.67 

• Percent  increase  from 

previous  year 

31% 

47% 

58% 

55% 

37% 

Research  and  development  expenditures 
were  approximately  $470  million  (12.5% 
of  revenue)  in  fiscal  1993,  compared  to 
$352  million  (12.8%  of  revenue)  in  fiscal 
1992,  and  $235  million  (12.8%  of  revenue) 
in  fiscal  1991. 

Interim  results:  Revenue  for  the  six 
months  ending  December  31,  1993 
reached  $2.1  billion,  a 20%  increase  over 
$1.76  billion  for  the  same  period  in  1992. 
Net  income  for  the  period  rose  19%,  from 
$445  million  to  $528  million. 


• Microsoft  Office  was  a significant 
contributor  to  the  revenues  for  the  first 
six  months,  ending  December  31,  1993. 
New  versions  of  Microsoft  Office 
Standard,  Professional  and  Microsoft 
Word  6.0  were  announced  in  October 
1993. 

• By  December  1993,  shipments  for  the 
Microsoft  Windows  operating  system 
exceeded  40  million  units  worldwide. 

Industry  Markets 

Microsoft  believes  that  most  of  its 

customers  are  individuals  in 
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businesses  (both  small  and  large) 
representing  a variety  of  industries, 
government  agencies,  educational 
institutions  and  home  users. 

Microsoft  markets  its  software  and 
hardware  products  through  three  primary 


channels  of  distribution:  OEM,  U.S. 
channels  and  international  channels.  A 
three-year  summary  of  source  of  revenue 
by  distribution  channel  follows  : 


Microsoft  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

6/93 

6/92 

6/91 

Distribution  Channel 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

U.S.  Channels 

$1,182 

31% 

$926 

34% 

$563 

31% 

OEM  Channels 

731 

19% 

477 

17% 

337 

18% 

International  Channels 

1,763 

47% 

1,310 

47% 

895 

49% 

Other  Channels 

77 

3% 

46 

2% 

48 

2% 

Total 

$3,753 

100% 

$2,759 

1 00% 

$1,843 

100% 

U.S.  channel  revenues  increased  28%  in 
fiscal  1993,  as  compared  to  64%  in  fiscal 
1992  and  57%  in  fiscal  1991. 

OEM  channel  revenues  increased  53%  in 
fiscal  1993,  as  compared  to  41%  in  fiscal 
1992  and  10%  in  fiscal  1991. 

International  revenues  increased  36%  in 
fiscal  1993,  as  compared  to  46%  in  fiscal 
1992  and  82%  in  fiscal  1991. 


Revenue  Analysis  by  Product  Line: 
Approximately  34%  of  Microsoft's  1993 
revenue  was  derived  from  systems 
software  products,  58%  from  applications 
software  products,  6%  from  hardware 
products  and  2%  from  books  and  other 
sources.  A three-year  summary  of  source 
of  revenue  can  be  found  on  the  following 
page. 
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Microsoft  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

Product/Service 

6/93 

6/92 

6/91 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Applications  software 

$2,173 

58% 

$1,363 

49% 

$935 

51% 

Systems  software 

1,267 

34% 

1,104 

40% 

668 

36% 

Hardware  products 

233 

6% 

254 

9% 

213 

12% 

Books  and  other 

80 

2% 

38 

2% 

27 

1% 

Total 

$3,753 

100% 

$2,759 

100% 

$1,843 

100% 

Applications  product  group  revenues  rose 

59%  during  fiscal  1993. 

• Increases  were  led  by  sales  of  Windows- 
based  products,  particularly  The 
Microsoft  Office,  which  includes 
Microsoft  Excel,  Microsoft  Word,  a 
Microsoft  Mail  license  and  the  Microsoft 
PowerPoint®  presentation  graphics 
program.  A new  database  management 
product  called  Microsoft  Access  was 
released  during  1993,  which  contributed 
strongly  to  the  revenue  growth. 

• Approximately  75%  of  the  applications 
product  group  revenue  was  derived  from 
windows-based  software  programs  in 
1993,  up  from  approximately  65%  in 
1992  and  50%  in  1991. 

• Approximately  13%  of  the  total 
applications  revenue  was  derived  from 
versions  of  The  Microsoft  Office, 
Microsoft  Excel  and  Microsoft  Word  for 
the  Macintosh  in  1993,  and  19%  in  1992 
and  1991. 

Systems  product  group  sales  rose  15% 

during  fiscal  1993. 


• The  MS®  Windows  operating  system 
has  been  an  increasingly  strong 
contributor  to  the  systems  revenues  over 
the  past  three  years.  As  of  June  30, 

1993,  the  installed  base  of  MS  Windows 
was  more  than  30  million  PCs. 

• Systems  revenues  generated  by  the  MS- 
DOS  operating  system  increased  in 
1993  and  1992.  Releases  of  new  retail 
upgrade  versions,  MS-DOS  6 upgrade 
in  1993  and  MS-DOS  5 upgrade  in  late 
1991,  contributed  to  the  revenue 
increase  in  fiscal  1993  from  fiscal  1992. 
As  of  June  30,  1993,  the  installed  base  of 
MS-DOS  was  approximately  120  million 
PCs. 

Hardware  product  group  revenues 
decreased  by  approximately  8%  during 
fiscal  1993.  Demand  for  the  Microsoft 
Mouse  and  BallPoint®  mouse  pointing 
devices  is  linked  to  that  for  the  Windows 
operating  system. 
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Geographic  Markets  summary,  as  provided  by  Microsoft, 

A three-year  geographic  source  of  revenue  follows: 


Microsoft  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

6/93 

6/92 

6/91 

Item 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

U.S.  operations 

$2,655 

71% 

$1,878 

68% 

$1,210 

66% 

European  operations 

1,289 

34% 

1,019 

37% 

708 

38% 

Other  international  operations 

395 

11% 

272 

10% 

187 

10% 

Eliminations 

(586) 

(16%) 

(410) 

(15%) 

(262) 

(14%) 

Total 

$3,753 

100% 

$2,759 

100% 

$1,843 

100% 

U.S.  operations  include  domestic 
revenues,  exports  of  finished  goods  to  the 
Far  East  and  South  America  and  OEM 
distribution  in  the  Far  East  and  Europe. 
Exports  and  international  OEM 
transactions  totalled  $426  million,  $255 
million  and  $188  million  in  1993,  1992 
and  1991  respectively.  International 
revenues,  which  include  European 
operations,  other  international  operations, 
exports  and  OEM  distribution,  were 
55.3%,  55.1%  and  57.3%  of  total  revenues 
in  1993,  1992  and  1991  respectively. 
Microsoft  operates  sales,  training  and  field 
services  across  the  U.S.  Sales  in  the 
international  channel  are  to  resellers  and 
directly  to  users. 

Acquisitions 

Acquisitions  made  by  Microsoft  during  the 
past  two  years  include  the  following: 

In  February  1994,  Microsoft  announced  its 
intent  to  acquire  Softimage,  Inc. 
headquartered  in  Montreal,  Quebec,  in  an 

Microsoft  Corporation 
April  1994 


effort  to  strengthen  its  ties  with  the 
entertainment  industry.  Microsoft  offered 
Softimage  about  $130  million  in  stock. 

• Softimage  develops,  markets  and  s 
supports  a fully  integrated  family  of 
interactive  software  products  that 
enable  designers  and  animators  to 
create  high-quality,  photo-realistic, 
three-dimensional  imagery. 

• Softimage  had  sales  of  approximately 
$2.9  million  in  its  fiscal  year  ending 
October  1993. 

In  August  1993,  Microsoft  agreed  to  buy 
about  50%  of  Continuum  Inc.,  a company 
that  was  originally  set  up  in  1989  by  Bill 
Gates  to  acquire  the  digital  rights  to 
famous  works  of  art,  but  has  since  been 
working  on  database  access  and 
presentation  software. 
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In  June  1992,  Microsoft  acquired  Fox 
Software,  Inc.  of  Perrysburg  (OH)  for 
approximately  two  million  shares  of 
Microsoft  common  stock.  The  acquisition 
was  accounted  for  as  a pooling  of  interests. 

• Fox  Software,  with  approximately  200 
employees  at  the  time  of  the  acquisition, 
provided  database  software  products  for 
MS-DOS,  UNIX  and  Macintosh  systems. 

• The  operations  of  Fox  Software  have 
been  merged  into  Microsoft  and  Fox 
Software's  products  and  are  now 
managed  through  the  Product  Group's 
Database  and  Development  Tools 
Division. 

Employees 

As  of  June  30,  1993,  Microsoft  had 
approximately  14,430  employees  (9,675 
domestic  and  4,755  international), 
segmented  as  follows: 

Marketing/sales/support 7,855 

Research  and  development 3,971 

Manufacturing,  distribution 1,399 

Finance  and  administration 1,205 

14,430 

Key  Products  and  Services 

Microsoft's  current  product  and  service 
offerings  are  summarized  by  division  as 
follows  : 

Systems  Division 

The  Systems  Division  develops  operating 
systems  software,  hardware  peripherals 
and  multimedia  systems  products. 

Microsoft  operating  systems  and 
extensions  include  : 


• MS  OS/2 

• MS-DOS© 

• XENIX® 

• Windows™ 

• MSX-DOS® 

• LAN  Manager  (MS  OS/2) 

• LAN  Manager  for  UNIX 

Product  introductions  and  announcements 

include  : 

• In  July  1993,  Microsoft  released 
Windows  NT,  a 32-bit  operating  system 
for  client/server  computing  that  provides 
pre-emptive  multitasking,  advanced 
security  and  reliability,  built-in 
networking  and  scalability  across 
hardware  platforms  for  users  of  powerful 
PCs,  workstations  and  network  servers. 
The  Windows  NT  Advanced  Server,  in 
addition  to  the  features  of  Windows  NT, 
provides  extensive  network  management 
features,  support  for  Macintosh®  clients 
and  fault  tolerance. 

• In  March  1993,  Microsoft  introduced 
MS-DOS  version  6.0  which  features  disk 
compression,  enhanced  memory 
management  and  virus  and  data 
protection. 

• In  February  1993,  version  2.2  of  the 
LAN  Manager  was  released.  It  offers 
centralized  Windows-based  network 
management,  extensive  security, 
Macintosh  client  support  and  remote 
access. 

• In  November  1992,  the  company 
released  Windows  for  Workgroups  which 
integrates  network  and  workgroup 
functionality  directly  into  Windows  3.1. 


Page  8 of  15 


©INPUT  1994.  Reproduction  prohibited. 


Microsoft  Corporation 
April  1994 


INPUT  Company  Profile 


• In  April  1992,  the  company  released 
Microsoft  Windows  version  3.1. 

Windows  was  enhanced  in  version  3.1 
by  the  addition  of  a new  setup  program, 
improved  graphics,  speed,  reliability  and 
built-in  media  functionality. 

• During  the  first  quarter  of  fiscal  1992, 
Microsoft  released  the  Win32®  Software 
Development  Kit  (SDK). 

The  Multimedia  Systems  unit  creates  and 
markets  systems  software  products  that 
incorporate  audio  and  video  elements  into 
PCs  via  high-speed  processors,  high- 
resolution  displays  and  optical  media, 
including  CD  ROM  disks. 

• Microsoft  Multimedia  Viewer  allows 
developers  to  create  multimedia  titles 
that  combine  text,  images,  audio  and 
video. 

• Modular  Windows  for  TV  devices  was 
introduced  in  November  1992. 

• Video  for  Windows,  for  the  incorporation 
of  video  information  into  PC 
applications,  was  introduced  in 
November  1992. 

• Windows  Sound  System,  incorporating 
sound  for  business  applications,  was 
introduced  in  September  1992. 

Microsoft  has  created  a group  to  develop 
and  market  products  for  the  new  Pen 
environment.  In  1991,  this  group  released 
Microsoft  Windows  for  Pen  Computing,  a 
version  of  Windows  that  allows  hardware 
vendors  to  provide  pen  support  to  desktop 
users  of  Windows  3.1. 


Microsoft  also  markets  Microsoft  Mouse,  a 
hand-held  pointing  device  for  MS-DOS 
and  OS/2  environments,  along  with  the 
Microsoft  BallPoint®  mouse  for  laptop  and 
notebook  IBM  PC-compatible  computers. 

Desktop  Applications  Division 

This  division's  products  include  word 
processing,  spreadsheets,  graphics  and 
project  management  applications. 

The  Microsoft  Office  comes  in  two  editions, 
Standard  and  Professional.  The  Standard 
edition  is  available  for  Windows  and 
Macintosh  operating  systems  and  includes 
Microsoft  Word,  Microsoft  Excel,  the 
Microsoft  PowerPoint  and  a workstation 
license  for  Microsoft  Mail.  The 
Professional  edition  for  Windows  adds  the 
Microsoft  Access  database. 

Microsoft  Word  is  the  company's  word 
processing  program.  Versions  are 
available  for  MS-DOS,  Windows,  OS/2  and 
Macintosh  environments. 

Microsoft  Excel  is  the  company's 
spreadsheet  program.  Versions  are 
available  for  Windows,  Macintosh  and 
OS/2  operating  systems. 

Microsoft  PowerPoint  is  a presentation 
graphics  program  that  runs  under 
Windows  and  Macintosh  operating 
systems. 

Microsoft  Chart  (for  MS-DOS)  offers  a 
range  of  chart  types,  patterns  and  colors. 

Microsoft  Project  is  a critical  path  method 
project  scheduling  and  resource  allocation 
program  that  runs  on  MS-DOS,  Windows, 
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and  Macintosh  operating  systems.  Project 
can  perform  budgeting,  monitoring  and 
cost  estimating  for  large  business  projects. 

Database  and  Development  Tools  Division 

The  company's  database  products  include 
Microsoft  Access  and  Microsoft  FoxPro. 

• Microsoft  Access  is  designed  for 
interactive  users  and  developers. 

• Microsoft  FoxPro  2.5  for  MS-DOS  and 
Microsoft  FoxPro  2.5  for  Windows  were 
released  in  January  1993. 

SQL  Server,  developed  jointly  by  Microsoft 
and  Sybase,  is  an  intelligent,  high- 
performance  relational  database 
management  system  for  PC  local-area 
networks  running  under  OS/2.  SQL 
Server  for  Windows  NT  was  shipped  in 
September  1993  and  version  4.2  of  SQL 
Server  for  OS/2  database  environments  in 
January  1992. 

Languages/compilers  offered  by  Microsoft 
include: 

• Visual  C++™  development  for  Windows 
and  Windows  NT 

• AC  development  system  for  Windows 

• Visual  Basic  development  environment 
for  MS-DOS  and  Windows 

• Development  environments  in 
Assembly,  BASIC,  C,  FORTRAN  and 
COBOL  languages  for  MS-DOS 

• Microsoft  QuickBASIC™,  Microsoft 
QuickPascal®,  Microsoft  QuickC®  and 
Microsoft  QuickAssembler™  software 


development  environment  products  for 
beginning  programmers 

• COBOL,  FORTRAN,  Pascal  and  BASIC 
compilers  for  UNIX 

• BASIC  compiler  (OS/2,  MS-DOS, 
XENIX,  Macintosh) 

Consumer  Division 

This  division  develops  and  markets 
various  products  designed  for  small 
businesses,  schools  and  homes. 

Microsoft  Works  is  an  integrated  program 
with  word  processing,  spell  checking  and 
thesaurus,  spreadsheet  with  charting  and 
database  with  reporting  and 
communications  capabilities.  Versions  for 
Windows,  MS-DOS  and  Macintosh 
systems  are  available. 

Microsoft  Money  is  a financial 
organization  product  for  Windows  that 
provides  tracking  of  personal  or  business 
expenses. 

Microsoft  Publisher  is  an  entry-level 
desktop  publishing  tool  for  Windows. 

Microsoft  Profit  is  an  entry-level  business 
management  and  accounting  program  for 
small  businesses,  released  in  February 
1993. 

In  October  1993,  Microsoft  introduced 
Microsoft®  Home,  a broad  range  of 
consumer  software  products  targeted  at 
the  rapidly  expanding  market  for  home 
computer  users.  The  company  expects  the 
consumer  division  to  offer  100  products 
under  the  Microsoft  Home  brand  over  the 
next  year. 
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Microsoft  Multimedia  Publishing  Group 
currently  markets  the  following  products  : 

• Microsoft  Bookshelf®  for  Windows 

• Multimedia  Beethoven 

• Microsoft  Cinemania 

• Microsoft  Encarta 

• Microsoft  Musical  Instruments 

• Microsoft  Soundbits 
•Microsoft  Art  Gallery 

Entertainment  and  productivity  products 
include  : 

• Fhght  Simulator 

• Microsoft  Paris 

• Microsoft  New  York 

• Microsoft  Golf 

• Creative  Writer 

• Fine  Artist 

• Microsoft  Windows  Entertainment  Pack 

• Microsoft  Windows  Productivity  Pack 

Workgroup  Division 

This  division  is  responsible  for  Microsoft 
Mail  and  other  mail-enabled  products. 

Microsoft  Mail  3.2  was  released  in  April 
1993  with  software  for  Microsoft  Windows, 
MS-DOS,  Macintosh  and  OS/2  platforms. 
Microsoft  also  provides  a series  of 
gateways  that  extend  advanced  Microsoft 
Mail  capabilities  to  corporate  network 
environments. 

Microsoft  Schedule+,  introduced  in  July 
1992,  is  a calendaring  and  scheduhng 
program  using  Microsoft  Mail. 

Microsoft  University  (MSU)  was 
estabhshed  in  1987  to  provide  technical 


training  for  software  developers  and  data 
processing  professionals. 

• The  organization  offers  over  25  classes 
on  various  topics  related  to  Microsoft's 
products  at  company  and  outside 
locations. 

• The  courses  are  offered  worldwide  at 
Microsoft  offices,  at  Authorized  Training 
Centers  and  customer  sites. 

Microsoft  Press,  founded  in  1983, 
publishes  books  about  Microsoft  products 
and  other  software  developers  and  current 
developments  in  the  microcomputer 
industry. 

• Books  published  by  Microsoft  Press  are 
typically  written  and  copyrighted  by 
independent  authors  who  submit  their 
manuscripts  to  Microsoft  for  publication 
and  receive  royalties  based  on  net 
revenue  generated  by  the  product. 

• Microsoft  Press  currently  has  more  than 
160  titles  in  15  languages. 

The  Consulting  Services  unit  assists 
customers  in  using  Microsoft's  systems, 
applications  and  communications 
products.  The  division  functions  in  the 
domestic  and  international  markets  and 
focuses  on  large  corporate  accounts. 

Product  Support 

In  September  1993,  Microsoft  announced  a 
speciahzed  group  of  Microsoft  Solutions 
Providers  called  Authorized  Support 
Centers  (ASCs)  that  offers  multivendor 
support,  consulting  services  and  advisory 
and  diagnostic  assistance. 
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Microsoft  has  also  announced  new  fee- 
based  programs  of  24-hour-a-day  access  to 
technical  support,  designed  primarily  for 
MIS  professionals,  developers,  OEMs  and 
other  customers  who  are  typically  in 
mission-critical  and  development 
environments. 

The  company  offers  technical  support  for 
all  of  its  products  through  its  Product 
Support  Services  Group.  The  group 
handles  questions  through  telephone  and 
letter  requests  and  provides  assistance  to 
developers  and  OEMs  through  modem 
communications  systems  in  a service 
called  Online. 

• These  services  are  provided  from 
Bellevue  (WA),  Charlotte  (NC)  and  Las 
Cohn  as  (TX). 

• International  sales  offices  also  offer 
product  support  services. 

Clients 

The  company  believes  that  most  of  the 
users  of  its  products  are  individuals  in 
business,  government  agencies, 
educational  institutions  and  at  home. 

Marketing  and  Sales 

Microsoft  markets  its  products  through 
three  primary  channels  of  distribution  : 
OEM  and  U.S.  and  International 
channels. 

OEM  Channel 

Microsoft  has  OEM  agreements  with 
virtually  all  of  the  major  domestic 
microcomputer  manufacturers,  including 
AST  Research,  AT&T,  Compaq,  DEC,  Dell, 
Fujitsu,  Gateway  2000,  IBM,  NEC, 


Olivetti,  Packard  Bell,  Toshiba,  Unisys 
and  Zenith. 

U.S.  and  International  Channels 

Microsoft  uses  direct  marketing 
techniques  to  promote  sales  of  new 
versions  of  products  to  existing  users. 
Fulfillment  of  product  to  the  user  is 
accomplished  by  either  direct  shipment  or 
through  the  reseller  channel. 

Microsoft  also  markets  its  products  in  the 
domestic  (U.S.)  retail  channel  through 
independent  non  exclusive  distributors, 
franchisers  and  resellers. 

• Distributors  include  Computer  2000, 
Ingram  Micro  and  Merisel. 

• Franchisers  include  ComputerLand 
(Vanstar)  and  Microage. 

• Resellers  include  Softmart,  Corporate 
Software,  Egghead  Discount  Software 
and  Software  Spectrum. 

Internationally,  Microsoft  has  subsidiaries 
that  provide  marketing,  support  and  /or 
distribution  to  resellers  and  directly  to 
users.  International  sites  are  in 
Argentina,  Australia,  Austria,  Belgium, 
Brazil,  Canada,  Chile,  Colombia,  the 
Czech  Republic,  Denmark,  Ecuador, 
Finland,  France,  Germany,  Greece,  Hong 
Kong,  Hungary,  India,  Israel,  Italy, 

Japan,  Malaysia,  Mexico,  Morocco,  the 
Netherlands,  New  Zealand,  Norway, 
People's  Republic  of  China,  Poland, 
Portugal,  Puerto  Rico,  Russia,  Singapore, 
South  Africa,  South  Korea,  Spain, 

Sweden,  Switzerland,  Taiwan,  Thailand, 
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Turkey,  United  Arab  Emirates,  the  United 
Kingdom  and  Venezuela. 

Microsoft's  Industry  Specialist  Program 
provides  vertical  solution  vendors  with 
access  to  Micrsoft's  software  and  support 
services  to  foster  a strong  market  for 
turnkey  client/server  solutions  on  PC 
platforms  using  Windows,  SQL  Server, 
LAN  Manager  and  Windows  NT. 

Microsoft’s  Solutions  Channel,  introduced 
in  September  1992,  offers  direct  access  to 
Microsoft  tools,  support  and  information 
for  direct  access  to  Microsoft  tools,  support 
and  information  for  companies  in  the 
business  of  selling  value-added  software 
services  to  customers.  The  service 
supports  value-added  resellers,  systems 
integrators,  consultants  and  training 
organizations. 

During  1993,  the  company  introduced  a 
new  program  called  Microsoft  Select, 
which  is  designed  to  make  it  easier  for 
large  organizations  to  acquire  and 
maintain  Microsoft  products.  The 
targeted  audiences  include  technology 
specialists  and  influential  users  in  large 
enterprises. 

The  company  has  approximately  120 
marketing  communications  professionals 
and  works  closely  with  a large  advertising 
and  direct  marketing  firm,  Ogilvy  & 
Mather.  Microsoft's  marketing  activities 
include  advertising,  direct  marketing, 
worldwide  packaging  and  marketing 
materials.  The  company's  media  mix  is 
approximately  50%  broad  consumer 
medium  such  as  television,  radio  and 

C business  publications  and  50%  trade 
publications. 
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Alliances 

The  following  is  a list  of  strategic 

partnerships  that  Microsoft  formed  during 

the  past  two  years  : 

• In  April  1994,  Microsoft  and  Shiva 
Corporation  of  Burlington  (MA) 
announced  that  they  would  be  working 
together  to  help  ensure  that  the  next 
version  of  the  Microsoft  Windows 
operating  system,  code  named  "Chicago", 
will  provide  seamless,  remote,  corporate- 
network- access  capabilities  for  computer 
users  and  remote  sites. 

• In  February  1994,  Microsoft  signed. a 
deal  with  Sega,  a Japanese  group,  to 
develop  an  advanced  video  games 
machine  in  adventure. 

• In  May  1993,  Microsoft  formed  a 
strategic  alliance  with  Micro  Focus  of 
Palo  Alto  (CA),  to  continue  to  deliver 
COBOL  solutions  to  corporations.  Micro 
Focus  has  been  a longtime  strategic 
partner  of  Microsoft  and  the  two 
companies  now  plan  to  move  their 
strategic  relationship  from  one  that 
focused  on  technology  to  also  include  a 
focus  on  marketing  to  deliver  COBOL 
solutions. 

• In  May  1993,  Microsoft  announced  its 
agreement  with  Dun  & Bradstreet 
Software  (D&B),  to  jointly  develop  D&B 
Software  products  for  Microsoft's 
Windows  NT  operating  system. 

• In  April  1993,  Microsoft  and  SAP  AG, 
the  parent  company  of  SAP  America, 
Inc.,  forged  a strategic  worldwide 
cooperative  agreement  that  expanded 
their  existing  relationship.  SAP,  based 
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in  WaUdorf,  Germany,  is  a large 
independent  software  house.  The 
agreement  includes:  porting  of  SAP's 
R/3  System  to  Microsoft's  Windows  NT 
platform  and  Microsoft  SQL  Server  for 
Windows  NT;  developing  coordinated 
marketing  activities  for  the  R/3  System 
on  Windows  NT;  and  exchanging 
technology  and  industry  expertise  and 
experiences  to  improve  the  development 
of  system  architectures  and  products  in 
the  client/server  environment. 

• In  April  1993,  Microsoft  entered  an 
alliance  with  Compaq  Computer  Corp., 
a personal  computer  maker,  to  develop 
new  products  including  pen-based  and 
handheld  computers. 

• In  April  1993,  Microsoft  and  Computer 
Associates  International  Inc.  (CA), 
another  big  software  maker,  entered 
into  a joint  venture  to  create  a version  of 
Unicenter,  CA's  mainframe  computer 
software,  for  use  with  Windows  NT. 

• In  February  1993,  Microsoft  partnered 
with  Infonet  Services  Corp.,  a provider 
of  wide-area  network  services,  in  a 
distributed  systems  management  effort 
designed  to  simplify  the  distribution  and 
tracking  of  PC  applications  software. 

• In  October  1992,  Microsoft  announced 
its  strategic  alliance  with  Teknekron 
Software  Systems,  Inc.,  an  affiliate  of 
Teknekron  Corporation,  a large 
independent,  commercial  systems 
integrator.  Teknekron  specializes  in 
distributed  systems  technology  and 
under  the  agreement,  will  port  its 
financial  application  product  lines  to  the 


Windows  and  Windows  NT  operating 
systems. 

• In  September  1992,  Microsoft 
announced  a Microsoft  Solutions 
Channel  Alliance  plan  to  support 
businesses  in  integrating  Microsoft 
software  into  all  kinds  of  personal 
computing  solutions.  Under  this 
partnership  strategy,  Microsoft  offered 
direct  access  to  Microsoft  tools,  in 
addition  to  support  and  information  for 
companies  in  the  business  of  selling 
value-added  software  services. 

• In  June  1992,  Microsoft  signed 
agreements  with  vertical  market 
applications  developers  to  deliver 
Windows-based  client/server  business 
applications.  Developers  who  entered 
the  relationship  included:  IMARA 
Research  Corporation  of  Canada, 
SQLSoft  of  Kirkland  (WA)  and  US  LAN 
Systems  Corporation  of  Vienna  (VA). 

• In  June  1992,  Microsoft  teamed  up  with 
AT&T’s  Easy  Link  Services 
headquartered  in  Parsippany  (NJ),  to 
integrate  their  messaging  products  and 
create  new,  innovative  products  and 
services. 

• In  May  1992,  Microsoft  teamed  up  with 
Wonderware  Software  Development 
Corporation  of  Irvine  (CA)  to  make 
Wonderware  NetDDE  technology 
available  to  users  of  the  Microsoft 
Windows  operating  system. 

• In  April  1992,  Microsoft  announced  its 
strategic  partnership  with  Digital 
Equipment  Corporation  of  Maynard 
(MA),  to  establish  Digital's  Alpha 
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architecture  and  Microsoft's  Windows 
NT  as  a RISC-based  systems  platform, 
to  better  integrate  Microsoft's  Windows 
desktop  environment  with  DEC'S 
enterprise  network  environment. 

Investments 

In  March  1994,  Microsoft  invested  $30 
million  in  Mobile  Telecommunication 
Technologies  Corporation's  (Mtel) 
nationwide  Wireless  Network  (NWN).  It 
gave  Microsoft  an  8.5%  stake  in  the 
Jackson  (Ml)-based  wireless  network 
vendor. 

Competition 

Microsoft's  independent  software  vendor 
competitors  include  Lotus  Development, 
Novell  (WordPerfect),  Borland 
International  and  Novell. 

Microsoft  markets  its  operating  system 
products  to  OEMs  and  users.  Competitors 
in  that  market  include  the  large  OEMs 
(IBM,  Apple  Computer  and  Sun 
Microsystems),  joint  ventures  of  OEMs 
and  independent  systems  software 
vendors,  such  as  Novell. 

Principal  competitive  factors  in  marketing 
microcomputer  software  are  the  product's 
reputation,  features  and  functions,  ease  of 
use,  reliability,  price  relative  to 
performance,  timeliness  of  delivery  and 
availability  and  quality  of  support 
services. 

Input  Assessment 

The  biggest  challenge  faced  by  Microsoft  is 
to  gain  acceptance  with  customers  as  a 
credible  enterprise  systems  software 

Microsoft  Corporation 
April  1994 


vendor.  The  sole  threat  to  its  success  is 
that  they  are  trying  to  proceed  on  many 
critical  fronts  simultaneously. 

• Microsoft  will  continue  to  dominate  the 
desktop  software  market. 

• Microsoft  is  also  likely  to  be  successful 
in  capturing  a significant  share  of  the 
consumer/home  PC  market. 

• Microsoft's  long-term  success,  measured 
by  continued  growth  in  revenue,  will  be 
dependent  on  its  success  with  its 
operating  systems  products,  Windows 
NT  and  Cairo  (object-oriented  solution). 
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COMPANY  PROFILE 


MICROSOFT  CORPORATION 

One  Microsoft  Way 
Redmond,  WA  98052-6399 
(206)  882-8080 


William  H.  Gates,  Chairman  and  CEO 
Michael  R.  Hallman,  President  and  COO 
Public  Corporation,  OTC 
Total  Employees:  7,166(2/91) 

Total  Revenue,  Fiscal  Year  End 
6/30/90:  $1,183,446,000 


The  Company  Microsoft  Corporation  was  founded  as  a partnership  in  1975  by 

William  Gates  and  Paul  Allen  and  was  incorporated  in  1981.  The 
company  designs,  manufactures,  markets,  and  supports 
microcomputer  systems  and  application  software  products  and 
related  books,  hardware,  and  CD  ROM  products. 

Revenue  for  the  six  months  ending  December  31,  1990  reached 
$829.9  million,  a 55%  increase  over  $535.6  million  for  the  same 
period  in  1989.  Net  income  rose  62%,  from  $124.1  million  to 
$200.5  million. 

• Revenue  growth  is  primarily  attributed  to  worldwide  retail 
sales,  with  business  being  particularly  strong  in  Europe.  From  a 
product  group  perspective,  shipments  of  Microsoft  Windows 
and  Windows-based  applications  contributed  strongly  to 
revenues. 

Fiscal  1990  revenue  reached  over  $1.18  billion,  a 47%  increase 
over  fiscal  1989  revenue  of  $803.5  million.  Net  income  rose  64%, 
from  $170.5  million  in  fiscal  1989  to  over  $279.2  million  in  fiscal 
1990.  A five-year  financial  summary  follows: 
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MICROSOFT  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

6/90 

6/89 

6/88 

6/87 

6/86 

Revenue 

• Percent  increase 

$1,183.4 

$803.5 

$590.8 

$345.9 

$197.5 

from  previous  year 

47% 

36% 

71% 

75% 

41% 

Income  before  taxes 
• Percent  increase 

$410.6 

$250.8 

$183.7 

$121.3 

$66.0 

from  previous  year 

64% 

37% 

51% 

84% 

54% 

Net  income 
• Percent  increase 

$279.2 

$170.5 

$123.9 

$71.9 

$39.3 

from  previous  year 

64% 

38% 

72% 

83% 

63% 

Earnings  per  share  (a) 
• Percent  increase 

$2.34 

$1.52 

$1.11 

$0.65 

$0.39 

from  previous  year 

54% 

37% 

71% 

67% 

50% 

(a)  Restated  to  reflect  a 2- for- 1 stock  split  in  March  1990. 


Microsoft  management  attributes  fiscal  1990  revenue  growth  to 

the  following: 

* 

• New  products  (primarily  Microsoft  Word  for  Windows  and 
Microsoft  Windows  version  3.0)  accounted  for  approximately 
7%  of  revenues.  Revenues  in  both  fiscal  1990  and  1989 
benefitted  significantly  from  the  enhancement  and  localization 
of  existing  products. 

• International  revenues  increased  48%  during  fiscal  1990  and 
55%  during  fiscal  1989  due  primarily  to  the  successful 
localization  of  Microsoft  products  and  expanding  overseas 
markets,  particularly  in  Europe.  The  fiscal  1989  growth  also 
reflected  the  increased  prominence  of  several  international 
OEMs. 

Research  and  development  expenditures  were  approximately 
$180.6  million  (15%  of  revenue)  in  fiscal  1990,  compared  to  $110.2 
million  (14%  of  revenue)  in  fiscal  1989,  and  $69.8  million  (12%  of 
revenue)  in  fiscal  1988. 

In  February  1991,  Microsoft  and  Andersen  Consulting  announced 
that  they  would  jointly  provide  systems  integration  services  for 
customers  developing  client/server  applications.  Andersen  will 
become  a reseller  of  Microsoft  products  as  part  of  its  systems 
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integration  activities.  In  addition,  Microsoft's  Information 

Technology  Integration  Services  Group  will  work  with  Andersen 

on  some  joint  projects. 

Acquisitions  made  by  Microsoft  include  the  following: 

• In  March  1991,  Microsoft  announced  an  agreement  to  acquire 
Consumers  Software,  Inc.  (CSI)  of  Vancouver  (B.C.). 

- CSI  markets  The  Network  Courier11  electronic  mail  product 
line  for  PC  local-area  networks,  as  well  as  gateway  products 
and  related  technology. 

- The  acquisition  fulfills  Microsoft's  PC  office  system  strategy 
for  electronic  mail  for  PC  LANs.  Microsoft  will  soon  release 
Microsoft  Mail  for  PC  Networks,  which  is  based  on  The 
Network  Courier. 

• In  March  1991,  Microsoft  announced  it  had  purchased  a 26% 
share  of  Dorling  Kindersley,  Ltd,  a London-based  book 
publisher  and  international  packager. 

• During  1989,  Microsoft  acquired  Bauer  Enterprises,  a printer 
software  technology  company  and  developer  of  device  support 
software. 

- Bauer  employees  were  merged  into  a new  unit  the  Printer 
Business  Unit,  within  the  Systems  Peripherals  and 
Accessories  Group. 

- Source  code  acquired  in  the  Bauer  acquisition  was  cross 
licensed  to  Apple  Computer  in  exchange  for  outline  font 
technology,  which  is  to  be  included  in  MS  OS/2  and  will 
enable  MS  OS/2  fonts  to  be  compatible  with  a font  format 
standard  that  is  used  in  Apple  computer  printers. 

- Microsoft  is  also  licensing  the  Bauer  software,  known  as 
Trueimage,  to  OEMs. 

• In  May  1989,  Microsoft  acquired  a minority  interest  (less  than 
20%)  in  The  Santa  Cruz  Operation,  Inc.  (SCO)  for  $19.9 
million. 

- Microsoft  and  SCO  have  jointly  marketed  Microsoft  XENIX 
since  1981  and  have  worked  to  develop  and  market  new 
versions  of  XENIX  and  XENIX-based  versions  of  Microsoft 
language  and  application  products. 
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- As  part  of  the  investment  agreement,  Microsoft  and  SCO 
have  increased  their  commitment  to  joint  technology 
exchange,  product  development,  and  marketing  efforts  and 
have  expanded  their  activity  in  building  bridges  between  MS- 
DOS,  MS  OS/2,  and  the  UNIX  operating  systems. 

Microsoft  is  currently  organized  into  the  following  units: 

• The  Systems  Software  group  is  responsible  for  the  design, 
development,  and  marketing  management  of  Microsoft's 
operating  system  and  language  products. 

- This  group  includes  the  Network  Business  Unit,  DOS  & 
Windows  Business  Unit,  Languages,  Printer  Business  Unit, 
and  user  education. 

- The  Systems  Peripherals  and  Accessories  group,  which  also 
reports  to  the  Systems  group,  designs  hardware  products, 
subcontracts  their  production,  and  manages  their  marketing. 

• The  Applications  Software  group  is  responsible  for  the  design, 
development,  and  marketing  management  of  Microsoft's 
application  software  products. 

- During  the  first  quarter  of  fiscal  1989,  this  group  was 
restructured  into  five  business  units  in  order  to  streamline 
product  development  and  prepare  for  expected  growth  in  the 
applications  business  over  the  next  five  years. 

- The  five  business  units  are  the  Office  Business  Unit, 

Graphics  Business  Unit,  Entry  Business  Unit,  Data  Access 
Business  Unit,  and  Analysis  Business  Unit. 

• The  OEM  Sales  group  is  responsible  for  the  marketing  of 
systems  and  application  software  products  and  hardware 
products  through  the  domestic  OEM  channel. 

• The  Sales,  Marketing,  and  Services  Division  (SMSD)  performs 
marketing  and  distribution  through  domestic  retail  channels. 

- The  Information  Technology  Integration  Services  group, 
formed  during  the  first  quarter  of  fiscal  1991,  provides  high- 
level  consulting  services  to  Fortune  1000  companies. 

- Product  Support  Services  and  Microsoft  University  also 
report  to  SMSD. 
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Key  Products  and 
Services 


• The  International  Operations  group  markets  and  distributes 
systems  and  application  software,  both  domestic  and  foreign 
language  versions,  and  hardware  products  in  foreign  countries. 

• Microsoft  PressR  publishes  computer  books  and  manages  their 
marketing  and  distribution. 

• The  Multimedia  Division  is  responsible  for  CD  ROM 
applications  and  systems. 

As  of  February  28,  1991,  Microsoft  had  7,166  employees 
worldwide.  As  of  June  30,  1990,  Microsoft  had  5,635  employees 
(4,331  domestic  and  1,304  international),  generating  over  $210,000 
in  revenue  per  employee,  segmented  as  follows: 


EMPLOYEE  CATEGORY 

NUMBER 

PERCENT 
OF  TOTAL 

Marketing/sales/support 

2,537 

45% 

Product  development 

1,983 

35% 

Manufacturing  and  distribution 

653 

12% 

Finance  and  administration 

462 

8% 

TOTAL 

5,635 

100% 

Microsoft  competitors  include  Lotus  Development,  Ashton-Tate, 
Software  Publishing,  WordPerfect,  Borland  International,  Digital 
Research,  AT&T,  IBM,  and  Apple  Computer. 


Approximately  87%  of  Microsoft's  fiscal  1990  revenue  was  derived 
from  software  products  and  associated  support  services  (39%  from 
systems  software  and  48%  from  application  software).  The 
remaining  13%  of  revenue  was  derived  from  hardware,  books,  and 
other. 

A three-year  summary  of  source  of  revenue  follows: 
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MICROSOFT  CORPORATION 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

6/90 

6/89 

6/88 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

ITEM 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

Application  software 

$569.2 

48% 

$337.8 

42% 

$236.3 

40% 

Systems  software 

461.4 

39% 

353.3 

44% 

277.7 

47% 

Hardware,  books,  and 
other 

153.8 

13% 

112.4 

14% 

76.8 

13% 

TOTAL 

$1,183.4 

100% 

$803.5 

100% 

$590.8 

1 00% 

Microsoft  currently  offers  more  than  75  microcomputer  software 
products  in  25  languages  for  business  and  professional  use.  The 
company's  products  are  available  for  a range  of  IBM  and 
compatible  microcomputers  and  the  Apple  Macintosh. 

• Microsoft's  systems  software  products,  which  include  operating 
systems,  extensions,  and  languages,  are  shown  in  Exhibit  A. 

• Microsoft  offers  business  application  software  products  that 
provide  word  processing,  spreadsheet,  file  management, 
presentation/graphics,  communications,  and  project 
management.  These  products  are  shown  in  Exhibit  B. 

Product  introductions  and  announcements  include  the  following: 


• During  the  fourth  quarter  of  fiscal  1990,  Microsoft  released 
Microsoft  Windows™  graphical  environment  version  3.0,  the 
latest  version  of  its  graphical  operating  environment  product 
designed  for  computers  based  on  Intel  architecture. 

- Since  its  introduction,  more  than  2.75  million  copies  have 
been  distributed  worldwide,  through  retail  and  OEM 
channels  and  also  directly  to  customers  as  upgrades. 
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EXHIBIT  A 

MICROSOFT  CORPORATION 
SYSTEMS  SOFTWARE  PRODUCTS 


YEAR 

SUGGESTED 

PRODUCT 

ENVIRONMENT 

INTRODUCED 

RETAIL  PRICE 

Operating  Systems 

and  Extensions 

• 

MS  OS/2 

-- 

1988 

OEM  only 

MS-DOSr 

-- 

1981 

OEM  only 

XENIX0 

1980 

OEM  only 

MSX-DOSr 



1984 

OEM  only 

LAN  Manager 

MS  OS/2 

1988 

OEM  only 

LAN  Manager  for  UNIX 

UNIX 

1989 

OEM  only 

Presentation  Manager 

MS  OS/ 

1987 

OEM  only 

Windows™ 

MS-DOS 

1988 

$99.00 

SQL  Server 

MS  OS/2 

1988 

$995.00 

Languages 

BASIC  Interpreter 

MS-DOS,  XENIX,  Macintosh 

1975 

$350.00 

BASIC  Compiler 

OS/2,  MS-DOS,  XENIX,  Macintosh 

1979 

$595.00 

GW-BASICr  Compiler 

MS-DOS,  XENIX 

1981 

OEM  only 

Business  BASIC  Compiler 

MS-DOS 

1983 

$600.00 

QuickBASIC  Compiler 

MS-DOS,  Macintosh 

1985 

$99.00 

C Compiler 

OS/2,  MS-DOS,  XENIX 

1983 

$500.00 

QuickC  Compiler 

MS-DOS 

1988 

$99.00 

FORTRAN  Compiler 

OS/2,  MS-DOS,  XENIX 

1977 

$350.00 

COBOL  Compiler 

OS/2,  MS-DOS,  XENIX 

1978 

$700.00 

Pascal  Compiler 

OS/2,  MS-DOS,  XENIX 

1981 

$300.00 

Macro  Assembler 

OS/2,  MS-DOS,  XENIX 

1977 

$150.00 
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EXHIBIT  B 

MICROSOFT  CORPORATION  APPLICATION  SOFTWARE  PRODUCTS 


PRODUCT 

ENVIRONMENT 

YEAR 

INTRODUCED 

SUGGESTED 
RETAIL  PRICE 

Word  Processing 

Word 

OS/2,  MS-DOS,  XENIX,  Macintosh 

1983 

$395.00 

Pageview 

MS-DOS 

1988 

Free  with  Word 

Word  for  Windows 

MS-DOS 

1990 

$495.00 

Write 

Macintosh 

1987 

$199.00 

Spreadsheets 

MultiplanR 

OS/2,  MS-DOS,  XENIX,  Macintosh 

1982 

$125.00-$1 95.00 

Excel 

Excel  for  OS/2 

Macintosh 
MS  OS/2 

1985 

$395.00 

Excel  for  Windows 

MS-DOS 

1987 

$495.00 

File  Management 

File 

Macintosh 

1985 

$195.00 

Graphics 

Chart 

MS-DOS,  Macintosh 

1984 

$125.00-$250.00 

PowerPoint^ 

Macintosh 

1987 

$495.00 

Powerpoint  for  Windows 

Macintosh 

1990 

$495.00 

Communications 

Mail 

Macintosh,  IBM  PCs 

1987 

$150.00-5450.00 

Project  Management 

Project 

MS-DOS 

1984 

$395.00 

Project  for  Windows 

MS-DOS 

1990 

$695.00 

Multifunction  Packages 

Works 

Macintosh,  MS-DOS 

1986 

$195.00 

Microsoft  Office 

Macintosh 

1989 

$849.00 

Microsoft  Office  for 
Windows 

Windows 

1990 

$995.00 

Other 

Learning  DOS 

MS-DOS 

N/A 

$49.95 

Flight  Simulator 

MS-DOS 

1982 

$49.95 
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- There  are  currently  more  than  1,000  software  applications 
that  are  compatible  with  the  Microsoft  Windows 
environment. 

• Recent  network  product  enhancements  include  LAN  Manager 
version  2.0  (August  1990)  and  the  LAN  Manager  Network 
Development  Kit,  which  provides  developers  with  the  necessary 
tools  to  write  applications  to  run  under  LAN  Manager. 

- Because  of  the  increased  importance  of  the  networking 
market,  in  August  1990  Microsoft  announced  a plan  to 
provide  expanded  marketing  and  support  programs  for  the 
various  networking-related  products  it  markets. 

- Included  in  the  plan  is  the  marketing  of  LAN  Manager 
through  authorized  retailers  who  will  obtain  training  and 
support  directly  from  Microsoft. 

- In  late  1990,  Microsoft  expanded  the  distribution  of 
Microsoft  SQL  Server  by  announcing  the  SQL  Solutions 
Partners  Program,  which  is  designed  to  deliver  complete 
client-server  network  solutions  via  Microsoft  Network 
Specialist  Resellers. 

• During  fiscal  1990,  new  versions  of  the  company's  C products 
were  introduced,  including  Microsoft  C Professional 
Development  System,  Quick  C Compiler,  and  Quick  C 
Compiler  with  QuickAssembler  development  system. 

Microsoft's  BASIC  language  was  also  updated  to  version  7.1. 

• Windows-based  products  released  during  fiscal  1990  include 
Microsoft  Word  for  Windows,  Microsoft  Project  for 
Windows™,  and  Microsoft  PowerPoint11  for  Windows. 

• In  late  1990,  Microsoft  combined  three  of  its  most  popular 
Microsoft  Windows-based  products-Microsoft  Excel  for 
Windows,  Microsoft  Word  for  Windows,  and  Microsoft 
PowerPoint  for  Windows--into  a single  package:  The  Microsoft 
Office  for  Windows. 

• In  late  1990,  Microsoft  also  introduced  two  entry-level 
Windows-based  products  designed  to  familiarize  customs  with 
the  Windows  environment:  the  Microsoft  Productivity  Pack  for 
Windows  and  the  Microsoft  Entertainment  Pack  for  Windows. 

• Other  recent  application  software  product  (IBM  and 
compatibles)  releases  include  the  following: 
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- Microsoft  Word  version  5.5  for  DOS  systems  (November 
1990) 

- Excel  for  OS/2 

- Works  for  DOS  version  2.0 

• In  late  1990,  in  conjunction  with  Apple's  announcement  of 
several  new  Macintosh  machines,  Microsoft  announced 
immediate  support  with  its  Excel,  Works,  and  Mail  programs. 

Microsoft  offers  technical  support  for  all  of  its  products  through  its 
Product  Support  Group.  The  group  has  approximately  1,000 
employees  and  an  annual  budget  of  $45  million. 

• These  services  are  provided  from  Redmond  (WA)  and 
Charlotte  (NC),  a new  site  opened  in  November  1990. 

• The  group  handles  approximately  8,000  questions  per  day 
through  telephone  and  letter  requests,  as  well  as  providing 
assistance  to  developers  through  modem  communication 
systems  in  a service  called  Microsoft  Online. 

Microsoft  University  (MSU)  was  established  in  1987  to  provide 
technical  training  for  software  developers  and  data  processing 
professionals. 

• The  organization,  with  more  than  80  employees,  offers  20 
courses  on  various  topics  related  to  Microsoft's  products. 

• MSU  has  taught  more  than  14,000  so  far  and  expects  to  teach 
another  5,000  during  1991. 

• Course  are  offered  worldwide  at  Microsoft  offices,  at 
Authorized  Training  Centers,  and  at  customer  sites. 

Microsoft  Press,  founded  in  1983,  publishes  books  about  products 
from  Microsoft  and  other  software  developers  and  about  current 
developments  in  the  microcomputer  industry. 

• Books  published  by  Microsoft  Press  typically  are  written  and 
copyrighted  by  independent  authors  who  submit  their 
manuscripts  to  Microsoft  for  publication  and  who  receive 
royalties  based  on  net  revenue  generated  by  the  product. 

• Microsoft  Press  published  39  new  titles  during  fiscal  1990  and 
acquired  all  nine  computer  book  titles  published  by  The  Cobb 
Group. 
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• Microsoft  Press  currently  has  more  than  123  total  titles  in  print, 
with  more  than  100  of  these  published  in  16  languages. 

Microsoft's  Multimedia  Publishing  Department  currently  markets 
the  following  CD  ROM  products: 

• Microsoft  Programmer's  Library  is  an  on-line  productivity  tool 
for  programmers,  technical  writers,  and  product  support  staff 
that  contains  technical  information  on  most  Microsoft  language 
and  systems  products. 

• Microsoft  Bookshelf  for  Windows  is  a core  set  of  reference 
manuals  for  the  home,  office,  or  school  with  animation,  sound 
and  information-searching  capabilities.  It  includes  an 
encyclopedia,  a speaking  dictionary,  a thesaurus,  two  references 
for  quotes,  an  atlas,  and  an  almanac. 

• Multimedia  Beethoven:  The  Ninth  Symphony,  which  combines 
stereo  audio  track,  with  text  and  pictures  to  explore  the  life  and 
works  of  Beethoven  and  the  entire  symphony. 

Microsoft  also  markets  Microsoft  Mouse,  a hand-held  pointing 
device  for  MS  DOS  and  OS/2  environments,  and  the  Microsoft 
BallPoint™  mouse  for  laptop  and  notebool  IBM  PC-compatible 
computers. 


Microsoft  believes  that  most  of  its  end-user  customers  are 
individuals  in  businesses  (both  small  and  large)  representing  a 
variety  of  industries,  government  agencies,  and  educational 
institutions. 

Microsoft  markets  its  software  and  hardware  products  through 
four  primary  channels  of  distribution:  domestic  OEM,  domestic 
retail,  international  OEM,  and  international  retail.  A three-year 
summary  of  source  of  revenue  by  distribution  channel  follows: 
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MICROSOFT  CORPORATION 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

6/90 

6/89 

6/88 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Domestic  OEM 

$153.8 

13% 

$112.4 

14% 

$100.4 

17% 

Domestic  Retail 

354.9 

30% 

232.9 

29% 

189.1 

32% 

International  OEM 

153.8 

13% 

144.5 

18% 

82.7 

14% 

International  Retail 

497.2 

42% 

297.6 

37% 

200.9 

34% 

Press  and  other 

23.7 

2% 

16,1 

2% 

17.1 

3% 

TOTAL 

$1,183.4 

100% 

$803.5 

100% 

$590.8 

1 00% 

Microsoft  has  OEM  agreements  with  virtually  all  of  the  major 
domestic  microcomputer  manufacturers  including  AT&T, 
COMPAQ,  DEC,  Hewlett-Packard,  IBM,  Olivetti,  Tandy,  Wang, 
and  Zenith. 

Microsoft  markets  its  products  in  the  domestic  retail  channel 
through  independent  non-exclusive  distributors  and  dealers. 

• Distributors,  which  accounted  for  49%  ($174  million)  of 
domestic  retail  revenue  in  fiscal  1990,  include  Ingram  Micro  D 
and  Mirasel. 

• Dealers,  which  accounted  for  36%  ($128  million)  of  domestic 
retail  revenue  for  fiscal  1990,  include  Businessland, 
Computerland,  Corporate  Software,  and  Egghead  Discount 
Software. 

• Microsoft  has  established  a National  Accounts  Group  to  work 
with  Large  Volume  Dealers  to  market  applications  products 
directly  to  large  corporate  customers.  Over  2,000  Large 
Volume  Dealer  Agreements  have  been  signed  thus  far.  The 
company  is  also  coordinating  with  value  added  resellers  to  sell 
products  to  various  government  agencies. 

• The  company  also  markets  its  applications  products  to  colleges 
and  universities  that  market  the  products  to  their  students, 
professors,  and  other  employees. 

Microsoft's  wholly  owned  subsidiary  in  Japan  handles  the  OEM 
and  retail  business  in  Japan. 
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• Microsoft  distributes  to  a number  of  Japanese  microcomputer 
manufacturers,  including  Epson,  Fujitsu,  Kyocera,  Matsushita, 
Mitsubishi,  NEC,  Sanyo  Electric,  and  Toshiba. 

Microsoft  markets  its  OEM  products  in  South  Korea  through  a 
majority-owned  subsidiary  that  was  formed  in  July  1988  and  in 
Taiwan  through  a subsidiary  formed  in  the  summer  of  1989.  In 
June  1990,  Microsoft  opened  a sales  office  in  Singapore  to  handle 
OEM  marketing  in  Singapore,  Indonesia,  and  Malaysia.  The 
remainder  of  the  Far  East  OEM  marketing  is  handled  by 
personnel  located  at  corporate  headquarters. 

Microsoft's  other  foreign  subsidiaries  handle  retail  marketing 
activities  and  OEM  support  in  their  territories. 


Geographic  Approximately  45%  of  Microsoft's  fiscal  1990  revenue  was  derived 

Markets  from  domestic  operations,  16%  from  export  sales  (made  primarily 

through  OEM  distribution  to  Europe  and  the  Far  East),  30%  from 
European  operations,  and  9%  from  other  international  operations 
(subsidiaries  in  Australia,  Canada,  Japan,  Korea,  and  Taiwan). 


A three-year  geographic  source  of  revenue  summary  follows: 


MICROSOFT  CORPORATION 

THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

6/90 

6/89 

6/88 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

ITEM 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

Domestic  operations 

$533.2 

45% 

$365.2 

45% 

$308.5 

52% 

Export  sales 

184.4 

' 16% 

153.8 

19% 

90.6 

15% 

European  operations 
Other  international 

363.3 

30% 

212.0 

27% 

144.8 

25% 

operations 

102.5 

9% 

72.4 

9% 

46.9 

8% 

TOTAL 

$1,183.4 

100% 

$803.5 

100% 

$590.8 

100% 

Microsoft  operates  sales,  training,  and  field  service  centers  across 
the  U.S. 

Foreign  subsidiaries/offices  are  located  in  Australia,  Belgium, 
Brazil,  Canada,  France,  Israel,  Italy,  Japan,  Korea,  the 
Netherlands,  Norway,  Singapore,  Spain,  Sweden,  Switzerland, 
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Germany,  and  the  U.K.  Microsoft  also  operates  a manufacturing 
subsidiary  in  Ireland  and  has  representation  offices  in  India  and 
Mexico. 


Microsoft  has  the  following  computers  installed  for  software 
development  and  customer  support: 


• 1 DEC  System  20. 

• 1 DEC  VAX-11/750,  VMS. 

• DEC  PDP- 11s,  XENIX. 

• Numerous  microcomputers  from  various  manufacturers 
including  IBM,  Apple,  DEC,  and  Wang. 
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MICROSOFT  CORPORATION 

16011  NE  36th 
Box  97017 

Redmond,  WA  98073-9717 
(206)  882-8080 


William  H.  Gates,  Chairman  and  CEO 
Jon  Shirley,  President  and  COO 
Public  Corporation,  OTC 
Total  Employees:  2,793 
Total  Revenue,  Fiscal  Year  End 
6/30/88:  $590,827,000 


The  Company  Microsoft  Corporation  was  founded  as  a partnership  in  1975  by 

William  Gates  and  Paul  Allen  and  reorganized  as  a privately  held 
corporation  in  1981.  The  company  designs,  manufactures, 
markets,  and  supports  microcomputer  software  products  and 
related  books  and  peripheral  devices. 

Fiscal  1988  revenue  reached  $590.8  million,  a 71%  increase  over 
fiscal  1987  revenue  of  $345.9  million.  Net  income  rose  72%,  from 
$71.9  million  in  fiscal  1987  to  over  $123.9  million  in  fiscal  1988.  A 
five-year  financial  summary  follows: 

MICROSOFT  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

6/88 

6/87 

6/86 

6/85 

6/84 

Revenue 

• Percent  increase 

$590,827 

$345,890 

$197,514 

$140,417 

$97,479 

from  previous  year 

71% 

75% 

41% 

44% 

95% 

Income  before  taxes 
• Percent  increase 

$183,738 

$121,338 

$65,984 

$42,843 

$28,030 

from  previous  year 

51% 

84% 

54% 

53% 

153% 

Net  income 
• Percent  increase 

$123,908 

$71 ,878 

$39,254 

$24,101 

$15,880 

from  previous  year 

72% 

83% 

63% 

52% 

145% 

Earnings  per  share 
• Percent  increase 

$2.22 

$1.30 

$0.78 

$0.52 

$0.35 

from  previous  year 

71% 

67% 

50% 

49% 

150% 
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Microsoft  management  attributes  revenue  growth  to  the  following: 

• The  introduction  of  new  products  and  enhancements  to  existing 
products 

• The  expansion  of  the  company's  foreign  operations  and  export 
sales 

• The  general  expansion  of  the  market  for  microcomputer 
software  products 

Research  and  development  expenditures  were  approximately 
$69.8  million  (12%  of  revenue)  in  fiscal  1988,  $38.1  million  (11% 
of  revenue)  in  fiscal  1987,  and  $20.5  million  (10%  of  revenue)  in 
fiscal  1986. 

Revenue  for  the  three  months  ending  September  30,  1988  reached 
$176.4  million,  a 72%  increase  over  $102.6  million  for  the  same 
period  in  1987.  Net  income  for  the  period  rose  72%,  from  $21.3 
million  to  $36.6  million. 

Recent  alliances  announced  by  Microsoft  include  the  following: 

• In  January  1988,  Microsoft  announced  an  agreement  with 
Ashton-Tate  regarding  the  distribution  of  SQL  Server,  a 
relational  data  base  server  software  product  for  local  area 
networks  that  is  based  on  Sybase  Inc.'s  relational  data  base 
management  system,  enhanced  with  technology  from  Microsoft 
and  data  base  technology  from  Ashton-Tate. 

- Under  the  agreement,  Ashton-Tate  will  license  SQL  Server 
from  Microsoft  for  redistribution  through  retail  channels, 
and  Microsoft  will  license  SQL  Server  to  hardware 
manufacturers  on  an  OEM  basis. 

- Sybase  will  distribute  the  Ashton-Tate  packaged  version  of 
SQL  Server  to  corporate  customers  of  the  Sybase  product 
line  through  its  own  direct  sales  force. 

• In  August  1988,  Microsoft  reached  an  agreement  with  Philips 
and  Sony  to  jointly  develop  an  extended  CD-ROM  format, 
called  CD-ROM  Extended  Architecture.  This  format  is 
designed  to  allow  the  wide  use  and  application  of  interactive 
data  and  information  such  as  audio,  still-image  video, 
animation,  graphics,  and  computer  programming. 

Microsoft  is  currently  organized  into  seven  operating  groups  as 
follows: 
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• The  Systems  Software  group  is  responsible  for  the  design, 
development,  and  marketing  management  of  Microsoft's 
operating  system  and  language  products. 

• The  Applications  Software  group  is  responsible  for  the  design, 
development,  and  marketing  management  of  Microsoft's 
application  software  products. 

- During  the  first  quarter  of  fiscal  1989,  this  group  was 
restructured  into  five  business  units  in  order  to  streamline 
product  development  and  prepare  for  expected  growth  in  the 
applications  business  over  the  next  five  years. 

- The  five  business  units  are  the  Office  Business  Unit, 
Graphics  Business  Unit,  Entry  Business  Unit,  Data  Access 
Business  Unit,  and  Analysis  Business  Unit. 

• The  Hardware  group  designs  hardware  products,  subcontracts 
their  production,  and  manages  their  marketing. 

• The  OEM  Sales  group  is  responsible  for  the  marketing  of 
systems  and  application  software  products  and  hardware 
products  through  the  domestic  OEM  channels. 

• The  Retail  U.S.  Sales  group  performs  marketing  and 
distribution  through  domestic  retail  channels. 

• The  International  Operations  group  markets  and  distributes 
systems  and  application  software,  both  domestic  and  foreign 
language  versions,  and  hardware  products  in  foreign  countries. 

• Microsoft  PressR  publishes  computer  books  and  manages  their 
marketing  and  distribution. 

As  of  June  30,  1988,  Microsoft  had  2,793  employees  (2,322 

domestic  and  471  international),  segmented  as  follows: 


Marketing/sales/support  1,252 

Product  development  822 

Manufacturing  and  distribution  456 

Finance  and  administration  263 


2,793 

Microsoft  competitors  include  Lotus  Development,  Ashton-Tate, 
Software  Publishing,  WordPerfect,  Borland  international,  Digital 
Research,  AT&T,  IBM,  and  Apple  Computer. 
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Key  Products  and  Approximately  87%  of  Microsoft's  fiscal  1988  revenue  was  derived 
Services  from  software  products  and  associated  support  services  (47%  from 

systems  software  and  40%  from  application  software).  The 
remaining  13%  of  revenue  was  derived  from  hardware,  books,  and 
other. 

A three-year  summary  of  source  of  revenue  follows: 

MICROSOFT  CORPORATION 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

6/88 

6/87 

6/86 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Systems  software 

$277.7 

47% 

$169.5 

49% 

$104.7 

53% 

Application  software 

236.3 

40% 

131.4 

38% 

73.1 

37% 

Hardware,  books,  and 

other 

76.8 

13% 

45.0 

13% 

19.8 

10% 

TOTAL 

$590.8 

100% 

$345.9 

100% 

$197.5 

100% 

Microsoft  offers  over  45  microcomputer  software  products  for 
business  and  professional  use.  The  company's  products  are 
available  for  a range  of  IBM  and  compatible  microcomputers  and 
the  Apple  Macintosh. 

• Microsoft's  systems  software  products,  which  include  operating 
system,  extensions,  and  languages,  are  shown  in  Exhibit  A. 

• Microsoft  offers  business  application  software  products  that 
provide  word  processing,  spreadsheet,  file  management, 
presentation/graphics,  communications,  and  project 
management  capabilities.  These  products  are  shown  in  Exhibit 
B. 

During  fiscal  1988,  Microsoft  introduced  43  new  and  enhanced 
products.  Product  introductions  and  announcements  include  the 
following: 
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EXHIBIT  A 

MICROSOFT  CORPORATION  SYSTEMS  SOFTWARE  PRODUCTS 


YEAR 

SUGGESTED 

PRODUCT 

ENVIRONMENT 

INTRODUCED 

RETAIL  PRICE 

Operating  Systems 

and  Extensions 

MS  OS/2 

1988 

OEM  only 

MS-DOSr 

-- 

1981 

OEM  only 

XENIXr 

1980 

OEM  only 

MSX-DOSr 



1984 

OEM  only 

OS/2  LAN  Manager 

MS  OS/2 

1988 

OEM  only 

Networks 

MS-DOS 

1984 

OEM  only 

Windows/386 

MS-DOS,  80386 

1988 

$99.00 

Windows/286 

MS-DOS,  80286 

1988 

$99.00 

Languages 

BASIC  Interpreter 

MS-DOS,  XENIX,  Macintosh 

1975 

$350.00 

BASIC  Compiler 

OS/2,  MS-DOS,  XENIX,  Macintosh 

1979 

$595.00 

GW-BASICr  Compiler 

MS-DOS,  XENIX 

1981 

OEM  only 

Business  BASIC  Compiler 

MS-DOS 

1983 

$600.00 

QuickBASIC  Compiler 

MS-DOS,  Macintosh 

1985 

$99.00 

C Compiler 

OS/2,  MS-DOS,  XENIX 

1983 

$500.00 

QuickC  Compiler 

MS-DOS 

1988 

$99.00 

FORTRAN  Compiler 

OS/2,  MS-DOS,  XENIX 

1977 

$350.00 

COBOL  Compiler 

OS/2,  MS-DOS,  XENIX 

1978 

$700.00 

Pascal  Compiler 

OS/2,  MS-DOS,  XENIX 

1981 

$300.00 

Macro  Assembler 

OS/2,  MS-DOS,  XENIX 

1977 

$150.00 

c 
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EXHIBIT  B 

MICROSOFT  CORPORATION  APPLICATION  SOFTWARE  PRODUCTS 


PRODUCT 

ENVIRONMENT 

YEAR 

INTRODUCED 

SUGGESTED 
RETAIL  PRICE 

Word  Processing 

Word 

OS/2,  MS-DOS,  XENIX,  Macintosh 

1983 

$395.00 

Pageview 

MS-DOS 

1988 

Free  with  Word 

Write 

Macintosh 

1987 

$199.00 

Spreadsheets 

MultiplanR 

OS/2,  MS-DOS,  XENIX,  Macintosh 

1982 

$125.00-$1 95.00 

Excel 

Macintosh 

1985 

$395.00 

Excel  for  Windows 

MS-DOS 

1987 

$495.00 

Works 

MS-DOS,  Macintosh 

1986 

$195.00 

File  Management 

File 

Macintosh 

1985 

$195.00 

Graphics 

Chart  TM 

PowerPoint 

MS-DOS,  Macintosh 

1984 

$125.00-$250.00 

Macintosh 

1987 

$495.00 

Communications 

Mail 

Macintosh 

1987 

$150.00-$450.00 

Project  Management 

Project 

MS-DOS 

1984 

$395.00 

Other 

Learning  DOS 

MS-DOS 

N/A 

$49.95 

Flight  Simulator 

MS-DOS 

1982 

$49.95 
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• Systems  Software  Products. 

- The  first  release  of  the  OS/2  operating  system,  a joint 
development  effort  by  Microsoft  and  IBM,  was  delivered  on 
schedule  in  December  1987.  This  first  version  of  OS/2  lays 
the  groundwork  for  the  shipment  of  OS/2  with  Presentation 
Manager,  a graphics-based  user  interface,  and  OS/2  LAN 
Manager,  a local  area  networking  system. 

- Two  versions  of  Windows  were  released:  Windows/386  for 
computers  based  on  the  Intel  80386  microprocessor  and 
Windows/286  for  computers  based  on  the  Intel  80286  chip. 

- OS/2  versions  of  Microsoft  C Compiler,  Macro  Assembler, 
BASIC  Compiler,  FORTRAN,  COBOL,  and  Pascal  began 
shipping  during  the  year. 

- QuickC,  a C compiler,  was  introduced  and  QuickBASIC  was 
updated. 

• Application  Software  Products  (IBM  and  compatibles). 

- New  products  included:  Excel  for  Windows,  a spreadsheet 
designed  for  the  Windows  interface;  Pageview,  a Windows- 
based  application  that  gives  a full-page  preview  of  Word 
documents;  and  Works,  a multi-purpose  package  that 
combines  word  processing,  a spreadsheet  with  charting,  a 
data  base,  and  communications  capabilities. 

- Products  updated  during  the  year  included  Word,  Chart,  and 
Project. 

• Application  Software  Products  (Apple  Macintosh). 

- New  products  introduced  include:  PowerPoint,  a desktop 
presentations  program  acquired  with  Forethought,  Inc.  in 
July  1987;  Mail,  an  interoffice  electronic  mail  program 
acquired  from  Interactive  Network  Technologies  in  October 
1987;  and  Write,  a simplified  version  of  Word. 

- Products  updated  include  Word,  Excel,  and  File. 

Microsoft  offers  technical  support  for  all  of  its  products  through  its 
Product  Support  Group.  The  group  handles  approximately 
100,000  questions  per  month  through  telephone  and  letter 
requests  as  well  as  providing  assistance  to  developers  through 
modem  communication  systems  in  a service  called  Microsoft 
Online. 
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Industry  Markets 


Microsoft  Press,  founded  in  1983,  is  the  book  publishing  and  CD- 
ROM  product  arm  of  the  company. 

• Microsoft  Press  publishes  books  about  products  from  Microsoft 
and  other  software  developers  and  about  current  developments 
in  the  microcomputer  industry. 

- Books  published  by  Microsoft  Press  typically  are  written  and 
copyrighted  by  independent  authors  who  submit  their 
manuscripts  to  Microsoft  for  publication  and  who  receive 
royalties  based  on  net  revenue  generated  by  the  product. 

- The  book  publishing  operation  released  30  new  titles  during 
fiscal  1988,  for  a total  of  over  90  titles  published. 

- Microsoft  Press  books  are  printed  in  15  languages  and  sold 
in  more  than  50  countries. 

• Products  introduced  by  the  CD-ROM  group  include  the 
following: 

- In  September  1987,  the  group  introduced  Microsoft 
Bookshelf,  a library  of  reference  tools  for  writing  contained 
on  a single  CD-ROM  disc.  Bookshelf  contains  a dictionary, 
a thesaurus,  and  a spelling  verifier  and  checker. 

- Microsoft  Small  Business  Consultant,  introduced  in  March 
1988,  is  a reference  of  220  government  publications  and 
accounting  publications  aimed  at  providing  information  to 
the  small  business  owner. 

- Microsoft  Stat  Pack,  introduced  in  March  1988,  is  a 
collection  of  the  Statistical  Abstract  of  the  U.S.,  U.S. 

Business  Statistics,  and  Agricultural  Statistics. 

Hardware  products  offered  by  Microsoft  include  Microsoft  Mouse, 
a handheld  pointing  device  for  MS-DOS  and  OS/2  environments, 
and  Microsoft  MACH  20,  a performance  enhancement  board. 


Microsoft  believes  that  most  of  its  end  user  customers  are 
individuals  in  businesses  (both  small  and  large)  representing  a 
variety  of  industries,  government  agencies,  and  educational 
institutions. 

Microsoft  markets  its  software  and  hardware  products  through 
four  primary  channels  of  distribution:  domestic  OEM,  domestic 
retail,  international  OEM,  and  international  retail. 
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A three-year  summary  of  source  of  revenue  by  distribution 
channel  follows: 


MICROSOFT  CORPORATION 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

6/88 

6/87 

6/86 

ITEM 

REVENUE 

$* 

PERCENT 
OF  TOTAL 

REVENUE 

$* 

PERCENT 
OF  TOTAL 

REVENUE 

$* 

PERCENT 
OF  TOTAL 

Domestic  OEM 

$100.4 

17% 

$72.6 

21% 

$49.4 

25% 

Domestic  Retail 

189.1 

32% 

121.1 

35% 

63.2 

32% 

International  OEM 

82.7 

14% 

48.4 

14% 

41.5 

21% 

International  Retail 

200.9 

34% 

96.9 

28% 

37.5 

19% 

Press  and  other 

17.1 

3% 

6.9 

2% 

5.9 

3% 

TOTAL 

$590.8 

100% 

$345.9 

100% 

$197.5 

100% 

INPUT  estimates 


• Microsoft  has  OEM  agreements  with  virtually  all  of  the  major 
domestic  microcomputer  manufacturers  including  AT&T, 
COMPAQ,  DEC,  Hewlett  Packard,  IBM,  Olivetti,  Tandy, 
Wang,  and  Zenith. 

• Microsoft  markets  its  products  in  the  domestic  retail  channel 
through  independent  distributors  and  dealers,  value  added 
dealers  such  as  Businessland  and  the  Computer  Factory,  and 
Large  Volume  Dealers  who  emphasize  large  corporate 
customers. 

- A majority  of  the  company's  distribution  is  through  six 
independent,  non-exclusive  distributors  - Microamerica, 
Ingram  Computer,  Micro  D,  and  Softsel  Computer  Products. 

- Microsoft's  Large  Volume  Account  Reseller  Program 
permits  dealers  who  commit  to  target  large  customers  to 
obtain  products  directly  from  Microsoft  and  are  given 
incentives  in  return  for  their  commitments  to  train  and 
support  these  customers.  Egghead  Discount  Software  is 
Microsoft's  largest  Large  Volume  Dealer. 

- Microsoft  has  established  a National  Accounts  Group  to 
work  with  Large  Volume  Dealers  to  market  applications 
products  directly  to  large  corporate  customers.  Over  2,000 
Large  Volume  Dealer  Agreements  have  been  signed  thus 


January  1989 


Copyright  1989  by  INPUT.  Reproduction  Prohibited. 


Page  9 of  11 


MICROSOFT  CORPORATION 


INPUT 


far.  The  company  is  also  coordinating  with  value  added 
resellers  to  sell  products  to  various  government  agencies. 

- The  company  also  markets  its  applications  products  to 
colleges  and  universities  that  market  the  products  to  their 
students,  professors,  and  other  employees. 

• Microsoft's  wholly  owned  subsidiary  handles  the  OEM  and 
retail  business  in  Japan. 

- Microsoft  distributes  to  a number  of  Japanese 
microcomputer  manufacturers,  including  Epson,  Fujitsu. 
Kyocera,  Matsushita,  Mitsubishi,  NEC,  Sanyo  Electric,  and 
Toshiba. 

- Microsoft  markets  its  OEM  products  in  South  Korea  through 
an  exclusive  sales  representative  arrangement  with  MSSA. 

In  July  1988,  MSSA  became  a majority-owned  subsidiary. 

• OEM  marketing  and  business  and  technical  relations  with 
European  OEMs,  including  ACT,  Bull  Micral,  Ericsson,  Philips, 
Siemens,  SMT  Goupil,  and  Triumph  Adler,  are  primarily 
handled  by  the  Microsoft  subsidiaries  in  their  respective 
territories,  who  are  assisted  by  the  International  Operations 
group  at  company  headquarters. 

• OEM  and  retail  sales  in  Mexico  are  handled  by  a sales  office  in 
Mexico  City.  International  OEM  sales  are  handled  by 
Microsoft's  headquarters. 

• Microsoft's  foreign  subsidiaries  handle  retail  marketing 
activities  and  OEM  support  in  their  territories. 


Geographic 

Markets 


Approximately  52%  of  Microsoft's  fiscal  1988  revenue  was  derived 
from  domestic  operations,  15%  from  export  sales  (made  primarily 
to  Europe  and  the  Far  East),  25%  from  European  operations,  and 
8%  from  other  foreign  operations  (subsidiaries  in  Australia, 
Canada,  and  Japan). 

A three-year  geographic  source  of  revenue  summary  follows: 
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MICROSOFT  CORPORATION 

THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

6/88 

6/87 

6/86 

REVENUE 

PERCENT 

REVENUE 

PERCENTF 

EVENUE  PEI 

^CENT 

ITEM 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

Domestic  operations 

$308.5 

52% 

$199.7 

58% 

$117.5 

60% 

Export  sales 

90.6 

15% 

53.0 

15% 

43.8 

22% 

European  operations 

144.8 

25% 

68.3 

20% 

28.1 

14% 

Other  foreign 

operations 

46.9 

8% 

24.9 

7% 

8.1 

4% 

TOTAL 

$590.8 

100% 

$345.9 

100% 

$197.5 

100% 

Microsoft  operates  sales,  training,  and  field  service  centers  across 
the  U.S. 

Foreign  subsidiaries/offices  are  located  in  Australia,  Canada, 
France,  Ireland,  Italy,  Japan,  Korea,  Mexico,  the  Netherlands, 
Spain,  Sweden,  West  Germany,  and  the  U.K. 

During  fiscal  1988,  Microsoft  delivered  220  localized  versions  of 
its  products  for  the  international  market. 


Computer  Microsoft  has  the  following  computers  installed  for  software 

Hardware  and  development  and  customer  support: 

Software 


• 1 DEC  System  20. 

• 1 DEC  VAX-11/750,  VMS. 

• DEC  PDP- 11s,  XENIX. 

• Numerous  microcomputers  from  various  manufacturers 
including  IBM,  Apple,  DEC,  and  Wang. 
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FINANCIAL  UPDATE  TO  PROFILE  DATED  MARCH  1986 


MICROSOFT  CORPORATION 

1601 1 N.E.  36th 
Box  97017 

Redmond,  WA  98073-9717 
(206)  882-8080 


William  H.  Gates,  Chairman  and  CEO 
Jon  Shirley,  President  and  COO 
Public  Corporation,  OTC 
Total  Employees:  1,816 
Total  Revenue,  Fiscal  Year  End 
6/30/87:  $345,890,000 


MICROSOFT  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


'^^'^---^Fiscal  Year 
Item 

6/87 

6/86 

6/85 

6/84 

6/83 

Revenue 

. Percent  increase 
from  previous  year 

$ 345,890 
75% 

$ 197,514 
41% 

$ 140,417 
44% 

$ 97,479 
95% 

$ 50,065 
104% 

Income  before  taxes 
. Percent  increase 
from  previous  year 

$ 121,338 
84% 

$ 65,984 
54% 

$ 42,843 
53% 

$ 28,030 
153% 

$ 1 1,064 
98% 

Net  income 
. Percent  increase 
from  previous  year 

$ 71,878 
83% 

$ 39,254 
63% 

$ 24,101 
52% 

$ 15,880 
145% 

$ 6,487 
85% 

Earnings  per  share  (a) 

. Percent  increase 
from  previous  year 

$ 1.30 

67% 

$ 0.78 

50% 

$ 0.52 

49% 

$ 0.35 

150% 

$ 0.14 

N/A 

(a)  Restated  to  reflect  a 2-for-l  stock  split  on  August  I,  I 987. 


• Microsoft  management  attributes  revenue  increases  to  the  following: 

The  introduction  of  new  products  and  enhancements  to  existing 
products. 

The  expansion  of  the  company's  export  sales  and  foreign  operations. 

The  general  expansion  of  the  market  for  microcomputer  software. 

• Net  growth  in  fiscal  1987  was  attributed  to  the  following: 
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The  strength  of  its  retail  operations  enabled  the  company  to  take 
advantage  of  strong  computer  shipments  worldwide. 

The  company  was  able  to  continue  its  pattern  of  steady  revenue  growth 
in  all  product  groups  and  across  all  channels  of  distribution,  both 
domestically  and  internationally. 

• Revenue  for  the  three  months  ending  September  30,  1987,  reached  $102.6 
million,  a 54%  increase  over  $66.8  million  for  the  same  period  in  1986.  Net 
income  was  $21.3  million,  an  increase  of  34%  over  $15.8  million  for  the  cor- 
responding period  a year  ago. 

• Recent  investments/acquisitions  made  by  Microsoft  include  the  following: 

On  July  31,  1987  Microsoft  acquired  Forethought,  Inc.,  an  application 
software  company  based  in  Sunnyvale  (CA),  for  approximately  $12 
million. 

. As  a result  of  the  acquisition,  Microsoft  has  formed  the  Micro- 
soft Graphics  Business  Unit  and  has  begun  marketing  Microsoft 
PowerPoint™-,  a desktop  presentation  program  designed  for  the 
Apple  Macintosh. 

In  June  1987  Microsoft  announced  a $1  million  minority  equity  invest- 
ment and  product  licensing  agreement  with  Natural  Language  Incorpor- 
ated (NLI)  of  Berkeley  (CA).  NLI's  first  product,  the  NLI  DataTalker, 
is  an  English-language  interface  that  allows  novice  users  to  access  data 
bases  in  plain  English. 

• Other  recent  agreements  announced  by  Microsoft  include  the  following: 

In  January  1987  Microsoft  announced  an  alliance  with  Hewlett-Packard 
and  Aldus  Corporation  to  promote  a Microsoft  Windows-based  solution 
for  the  desktop  publishing  market  for  machines  running  the  MS-DOS 
operating  system. 

In  March  1987,  at  its  CD  ROM  conference,  Microsoft  announced  a joint 
venture  with  two  major  European  companies— Olivetti  and  SEAT 
(Societa  Elenchi  Ufficiali  Degli  Abbonati  al  Telefone  p.A.)— to  form  a 
new  company,  Eikon  Corporation.  Eikon  will  provide  a focus  for  the 
design,  development,  production,  and  marketing  of  CD  ROM  products 
for  the  European  market. 

Microsoft  has  entered  into  an  agreement  with  3Com  to  co-develop  and 
jointly  market  the  Microsoft  OS/2  LAN  Manager. 
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SOURCE  OF  REVENUE 

• A two-year  source  of  revenue  summary  by  product  group  follows: 


6/87  6/86 

Systems  software  49%  53% 

Application  software  38  37 

Hardware  and  books  13  10 

1 00%  1 00% 

• A two-year  source  of  revenue  summary  by  channels  of  distribution  follows: 

6/87  6/86 

Domestic  OEM  21%  25% 

Domestic  Retail  35  32 

International  OEM  14  21 

International  Retail  28  19 

Microsoft  Press  _2_  _3_ 

100%  100% 


NEW  PRODUCTS  AND  SERVICES 

• Major  announcements/product  introductions  made  during  fiscal  1987  include 
the  following: 

Microsoft  Operating  System/2  (Microsoft  OS/2),  scheduled  for  avail- 
ability in  early  I 988. 

Microsoft  OS/2  LAN  Manager,  an  advanced  local  area  network  oper- 
ating environment. 

XENIX  System  V/386,  an  80386-based  version  of  XENIX  (Microsoft's 
implementation  of  UNIX  System  V). 

Microsoft  Works,  an  integrated  software  product  for  the  Macintosh 
that  contains  a spreadsheet,  data  base  program,  word  processor,  and 
communications  tool. 

Microsoft  QuickC  compiler  for  IBM  and  compatible  microcomputers. 

Microsoft  PowerPoint,  the  desktop  presentation  program  for  Macintosh 
computers. 

Microsoft  Bookshelf,  a library  of  ten  reference  tools  on  a single  CD 
ROM  disk. 


3 of  3 

November  1987 


COMPANY  PROFILE 


MICROSOFT  CORPORATION 
16011  N.E.  36th 
Box  97017 

Redmond,  WA  98073-9717 
(206)  882-8080 


William  H.  Gates,  Chairman  and  CEO 

Jon  Shirley,  President 

Public  Corporation,  OTC 

Total  Employees:  800 

Total  Revenue,  Fiscal  Year  End 


6/30/85:  $140,417,000 


THE  COMPANY 


Microsoft  Corporation  was  founded  as  a partnership  in  1975  by  William  Gates 
and  Paul  Allen  and  reorganized  as  a privately  held  corporation  in  1981.  The 
company  designs,  manufactures,  and  markets  microcomputer  systems  and 
applications  software  and  microcomputer  peripherals.  During  1984  Microsoft 
began  publishing  a series  of  books  on  microcomputers  and  associated  software. 

In  February  1986  a preliminary  prospectus  was  issued  in  anticipation  of  an 
initial  public  offering  of  2.5  million  shares  of  Microsoft  common  stock. 

Of  the  shares  to  be  offered,  2 million  shares  are  to  be  sold  by  the 
company  and  500,000  are  to  be  sold  by  certain  stockholders. 

The  company's  proceeds  from  the  sale  will  be  used  for  general 
corporate  purposes,  primarily  working  capital,  product  development, 
and  capital  expenditures. 

Fiscal  1985  revenue  reached  $140.4  million,  a 44%  increase  over  $97.5  million 
reported  for  fiscal  1984.  Net  income  rose  52%,  from  $15.9  million  in  fiscal 
1984  to  $24.1  million  in  fiscal  1985.  A four-year  financial  summary  follows: 
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MICROSOFT  CORPORATION 
FOUR-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


~~~ — -.^FISCAL  YEAR 

ITEM  ~~  - — 

6/85 

6/84 

6/83 

6/82 

Revenue 

$ 140,417 

$97,479 

$ 50,065 

$ 24,486 

. Percent  increase 

from  previous  year 

44% 

95% 

104% 

N/A 

Income  before  taxes 

$ 42,843 

$ 28,030 

$ 1 1 ,064 

$ 5,595 

. Percent  increase 

from  previous  year 

53% 

153% 

98% 

N/A 

Net  income 

$ 24,101 

$ 15,880 

$ 6,487 

$ 3,507 

. Percent  increase 

from  previous  year 

52% 

145% 

85% 

N/A 

Earnings  per  share 

$ 1.04 

$ 0.69 

$ 0.29 

$ 0.17 

. Percent  increase 

from  previous  year 

51% 

138% 

71% 

N/A 

Microsoft  management  attributes  revenue  growth  for  fiscal  1984  and  1985 
primarily  to  the  following: 

The  introduction  of  new  products. 


The  expansion  of  the  market  for  microcomputer  software. 

The  expansion  of  the  company's  operations  into  new  geographic 
markets,  including  international. 

Research  and  development  expenditures  were  approximately  $17.8  million 
(13%  of  revenue)  in  fiscal  1985,  $10.7  million  (I  1%  of  revenue)  in  fiscal  1984, 
and  $7  million  (14%  of  revenue)  in  fiscal  1983. 

Revenue  for  the  six  months  ending  December  31,  1985  was  $85.1  million,  a 
35%  increase  over  $62.8  million  for  the  same  period  in  1984.  Net  income  for 
the  period  rose  71%,  from  $10  million  to  $17.1  million. 

Microsoft  is  currently  organized  into  eight  operating  groups  as  follows: 

The  Systems  Software  group  and  Applications  Software  group  are 
responsible  for  the  design  and  development  of  products  and  the 
management  of  marketing  efforts  for  those  products. 

Microsoft  Press  publishes  computer  books  and  manages  their  marketing 
and  distribution. 
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The  Hardware  group  designs  hardware  products,  subcontracts  their 
production,  and  manages  the  marketing. 

The  OEM  Sales  group  is  responsible  for  the  marketing  of  systems  and 
application  software  and  hardware  products  through  domestic  OEM 
channels. 

The  Retail  Sales  group  performs  marketing  and  distribution  through 
domestic  retail  channels,  including  the  marketing  of  Microsoft  Press 
books. 

The  International  Operations  group  markets  and  distributes  systems  and 
application  software  products,  both  domestic  and  foreign  language 
versions,  and  hardware  products  in  foreign  countries. 

Microsoft  recently  established  a new  group,  CD  ROM  Software,  to 
explore  the  potential  of  compact  disk  read  only  memory  technology  in 
the  microcomputer  industry. 

• As  of  June  1985  Microsoft  had  approximately  800  employees.  As  of  December 
31,  1985,  the  company  had  998  employees,  segmented  as  follows: 


Marketing/sales/support 

402 

Product  development 

326 

Manufacturing  and  distribution 

1 13 

Finance  and  administration 

157 

998 

• Microsoft  competitors  include  Lotus  Development,  Ashton-Tate,  Software 
Publishing,  Borland  International,  Digital  Research,  IBM,  AT&T,  and  Apple 
Computer. 

KEY  PRODUCTS  AND  SERVICES 

• Approximately  92%  of  Microsoft's  fiscal  1985  revenue  was  derived  from 
software  products  (54%  systems  software  and  38%  application  software).  The 
remaining  8%  of  revenue  was  derived  from  hardware  and  book  sales. 

• Microsoft  designs,  develops,  markets,  and  supports  over  40  microcomputer 
software  products  for  business  and  professional  use.  The  company's  products 
are  available  on  8-,  1 6-,  and  32-bit  microcomputers  domestically  and  inter- 
nationally, including  IBM,  Tandy,  Apple  (Macintosh  and  Apple  II  series), 
COMPAQ,  Olivetti,  AT&T,  Zenith,  Wang,  HP,  DEC,  Siemens,  Philips, 
Mitsubishi,  and  NEC  products. 

Microsoft's  systems  software  products,  which  include  operating  systems 
and  languages,  are  shown  in  Exhibit  A. 
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EXHIBIT  A 

MICROSOFT  CORPORATION 
SYSTEMS  SOFTWARE  PRODUCTS 


PRODUCT 

YEAR 

INTRODUCED 

ENVIRONMENT 

SUGGESTED 
RETAIL  PRICE 

OPERATING  SYSTEMS  AND 
EXTENSIONS 

S 

• MS-DOS® 

1981 

- 

| 

• XENIX® 

1980 

- 

i>  OEM  Only 

• MSX-DOS® 

1984 

- 

1 

1 

• Networks 

1984 

MS-DOS 

J 

• Windows 

1984 

MS-DOS 

$ 99.00 

LANGUAGES 

• BASIC  Interpreter 

1975 

CP/M-80,  Apple  II,  MS-DOS,  XENIX,  Mac 

$350.00 

• BASIC  Compiler 

1979 

CP/M-80,  Apple  II,  MS-DOS 

$395.00 

• GW-BASIC®  Compiler 

1981 

CP/M-80,  Apple  II,  MS-DOS 

OEM  Only 

• Business  BASIC  Compiler 

1983 

MS-DOS 

$600.00 

• Quick  BASIC  Compiler 

1985 

MS-DOS 

$ 99.00 

• C Compiler 

1983 

MS-DOS 

$500.00 

• FORTRAN  Compiler 

1977 

CP/M-80,  MS-DOS,  XENIX,  Mac, 

$350.00 

• FORTRAN-80 

- 

Apple  II  with  Softcard 

$195.00 

• COBOL  Compiler 

1978 

CP/M-80,  MS-DOS,  XENIX 

$700.00 

• Pascal  Compiler 

1981 

MS-DOS,  XENIX 

$300.00 

• Macro  Assembler 

1977 

CP/M-80,  MS-DOS 

$150.00 

• Sort 

1981 

CP/M-80,  MS-DOS 

$195.00 

• LISP 

1980 

CP/M-80,  MS-DOS 

$250.00 
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. The  MS-DOS®  operating  system,  introduced  in  1981,  is 

currently  running  on  an  estimated  four  million  IBM  PC  and 
compatible  microcomputers. 

. The  company's  first  product,  Microsoft  BASIC  Interpreter, 

introduced  in  1975,  and  its  newer  versions  are  running  on  an 
estimated  eight  million  microcomputers. 

. Microsoft  operating  systems  are  marketed  primarily  to  OEMs. 

Microsoft's  business  application  software  products  provide  word  proces- 
sing, spreadsheet,  file  management,  graphics,  communications,  and 
project  management  capabilities.  These  products  are  shown  in 
Exhibit  B. 

. Multiplan®  , Microsoft's  spreadsheet  product,  has  been  trans- 
lated into  13  foreign  languages.  Over  one  million  copies  of 
Multiplan  had  been  distributed  through  December  31,  1985. 

• Microsoft's  current  hardware  product  is  Microsoft  Mouse,  a hand-held  editing 
and  pointing  device. 

RAMCard®  , a memory'  expansion  board,  and  SoftCard®  , a co- 
processor card,  are  no  longer  actively  marketed. 

• The  Microsoft  Press  publishes  books  about  the  products  of  Microsoft  and  other 
software  developers  and  about  current  development  in  the  microcomputer 
industry. 

INDUSTRY  MARKETS 

• Microsoft  markets  its  software  and  hardware  products  through  four  primary 
channels  of  distribution:  domestic  OEM,  domestic  retail,  international  OEM, 
and  international  retail.  Approximately  50%  of  fiscal  1985  revenue  was 
derived  from  OEMs  and  50%  was  derived  from  products  sold  to  retail  and 
wholesale  distributors  and  end  users. 

Microsoft  has  OEM  agreements  with  virtually  all  of  the  major  domestic 
microcomputer  manufacturers  including  IBM,  Tandy,  COMPAQ, 
Olivetti,  AT&T,  Zenith,  Wang,  HP,  and  DEC,  and  a number  of  Japanese 
microcomputer  manufacturers. 

Microsoft  markets  its  products  in  the  retail  channel  through  indepen- 
dent distributors  and  dealers,  large  volume  dealers  such  as  Computer- 
land  and  Businessland,  and  dealers  who  emphasize  large  business 
customers. 

. Microsoft's  primary  distributors  are  Softsel  Computer  Products, 
First  Software,  Ingram  Software  Distribution  Services,  Micro  D, 
and  Gates  Distributing. 
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EXHIBIT  B 

MICROSOFT  CORPORATION 
APPLICATION  SOFTWARE  PRODUCTS 


YEAR 

SUGGESTED 

PRODUCT 

INTRODUCED 

DESCRIPTION 

ENVIRONMENT 

RETAIL  PRICE 

Word 

1983 

Graphics-based  word  processing 
system 

MS-DOS,  XENIX,  Mac 

$395.00 

Multiplan® 

1982 

Spreadsheet 

MS-DOS,  Apple  II  & III, 
CP/M-80,  XENIX,  Mac 

$125.00-$  195.00 

Excel 

1985 

Spreadsheet  integrated  data  base 
and  business  graphics  modules 

Mac 

$395.00 

File 

1985 

File  management  system 

Mac 

$195.00 

Chart 

1984 

Graphics  product 

MS-DOS,  Mac 

$125.00— $250.00 

Access 

1985 

Communications  system 

MS-DOS 

$250.00 

Project 

1984 

Critical  path  method  product 
scheduling  and  resource 
allocation  program 

MS-DOS 

$395.00 

Flight  Simulator 

1982 

Recreational  software 

MS-DOS 

$49.95 
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. Microsoft's  Corporate  Key  Dealer  Program  permits  dealers  who 
commit  to  target  large  business  end-user  customers  to  obtain 
products  directly  from  Microsoft  and  are  given  incentives  in 
return  for  their  commitments  to  train  and  support  these 
customers. 

. Microsoft  has  established  a National  Accounts  Group  to  work 
with  Corporate  Key  Dealers  to  market  applications  products 
directly  to  large  corporate  customers.  The  company  is  coordi- 
nating with  value  added  resellers  to  sell  products  to  various 
government  agencies. 

. The  company  also  markets  its  applications  products  to  colleges 
and  universities.  These  institutions  can  market  the  products  to 
their  students,  professors,  and  other  employees.  As  of 
December  31,  1985,  Microsoft  had  entered  into  agreements  with 
30  colleges  and  universities. 

• Microsoft  believes  that  most  of  its  end-user  customers  are  individuals  in 
business,  both  small  and  large,  representing  a variety  of  industries,  govern- 
ment agencies,  and  educational  institutions. 

GEOGRAPHIC  MARKETS 

• Approximately  68%  of  Microsoft's  fiscal  1985  revenue  was  derived  from  the 
U.S.,  12%  from  Japan,  and  22%  from  other  international  markets. 

• Microsoft  operates  24  sales,  training,  and  field  service  centers  across  the  U.S. 

• Foreign  subsidiaries  for  marketing  and  support  are  located  in  Canada,  the 
U.K.,  West  Germany,  France,  Australia,  Sweden,  and  Italy. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Microsoft  has  the  following  computers  installed  for  software  development: 

I DEC  System  20. 

1 DEC  VAX- 1 1/750. 

2 DEC  PDP- 1 1 /70s,  XENIX. 

Numerous  microcomputers  from  various  manufacturers  including  IBM, 

Apple,  DEC,  and  Wang. 
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COMPANY  HIGHLIGHT 


MICROSOFT  CORPORATION 

10700  Northup  Way 
Box  97200 
Bellevue,  WA  98009 
(206)  828-8080 


William  H.  Gates,  Chairman 
Jon  Shirley,  President 
Private  Corporation 
Total  Employees:  500 
Total  Revenue,  Calendar  1983: 
$68,000,000 


THE  COMPANY 

• Microsoft  Corporation  was  founded  as  a partnership  in  1975  by  William  Gates 
and  Paul  Allen  and  reorganized  as  a privately  held  corporation  in  1981.  Their 
first  product,  a BASIC  interpreter  for  8080  microprocessors,  has  become  the 
industry  standard  with  over  four  million  installations. 

• The  company  designs,  manufactures,  and  markets  systems  and  applications 
software  and  microcomputer  peripherals.  During  1984  Microsoft  began  pub- 
lishing a series  of  books  on  microcomputers  and  associated  software. 

• Microsoft  management  prefers  to  report  the  company's  revenue  based  on  the 

calendar  year  rather  than  its  fiscal  year  ending  June  30.  1983  revenue  was 

$68  million,  a 1 13%  increase  over  1982  revenue  of  $32  million.  A five-year 
revenue  summary  follows: 


MICROSOFT  CORPORATION 
FIVE-YEAR  REVENUE  SUMMARY 
($  thousands) 


’ ' — __^__FISCAL  YEAR 

ITEM 

1983 

1982 

1981 

1980 

1979 

Revenue 

. Percent  increase 

$68,000 

$32,000 

$16,500 

$7,500 

$2,500 

from  previous  year 

113% 

94% 

120% 

200% 

250% 

• Microsoft  management  estimates  fiscal  1984  revenue  reached  $100  million. 


• Microsoft  is  organized  into  the  following  groups/divisions: 

The  OEM  Group  licenses  software  to  OEMs  and  was  the  first  marketing 
arrangement  used  by  the  company.  It  contributed  approximately  50% 
to  1 983  revenue. 

The  Retail  Group,  formed  in  1979,  markets  the  company's  products  to 
dealers,  distributors,  and  the  public.  This  group  contributed  approxi- 
mately 50%  to  1983  revenue. 
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. Microsoft  established  a Corporate  Sales  Group  in  December 
1983  to  market  Microsoft  products  to  large-volume  customers  in 
government,  education,  and  Fortune  1000  companies. 

The  Microsoft  Press,  formed  in  June  1983,  is  Microsoft's  trade  book 
publishing  division.  Its  operations  began  in  February  1984. 

The  Hardware  and  Peripherals  Division,  formed  in  April  1984,  is  dedi- 
cated to  developing  and  marketing  hardware  products  that  complement 
Microsoft's  software  product  line. 

• As  of  December  31,  1983,  Microsoft  had  approximately  500  employees.  The 
company  currently  has  608  employees. 

• Major  competitors  include  Digital  Research,  VisiCorp,  Lotus  Development 
Corporation,  and  MicroPro  International. 

KEY  PRODUCTS  AND  SERVICES 

• Microsoft's  1983  revenue  was  derived  from  systems  software  (operating 
systems  and  software  development  tools),  applications  software,  educational 
and  recreational  software,  and  SoftCard  and  memory  board  hardware 
products. 

• Microsoft  markets  software  products  for  8-bit  and  16-bit  microprocessors 
running  under  CP/M-80,  MS-DOS,  and  Apple  DOS.  A list  of  products  currently 
marketed  by  Microsoft  is  shown  in  the  exhibit. 

• Microsoft  system  software  products  include  languages,  application  develop- 
ment tools,  and  operating  systems. 

The  company's  initial  product,  Microsoft  BASIC,  was  introduced  in  1975 
as  the  first  BASIC  programming  language  for  microcomputers. 

. Considered  an  industry  standard,  it  is  currently  used  at  over  four 
million  installations  on  microcomputers  running  under  CP/M-80, 
MS-DOS,  Apple  DOS,  MSX-DOS,  and  XENIX  operating  systems. 

. Used  for  general-purpose  programming,  Microsoft  BASIC  uses 
English-like  commands  in  an  interactive  environment  to  write, 
run,  and  edit  programs. 

. In  January  1984  Microsoft  announced  the  availability  of  Micro- 
soft BASIC  Interpreter  for  the  Apple  Macintosh. 

Other  languages  and  applications  development  tools  include  the 
following: 

. Microsoft  BASIC  Compiler  is  designed  to  increase  the  execution 
speed  of  programs  run  on  BASIC  by  three  to  ten  times. 
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PRODUCT 

OPERATING  ENVIRONMENT/ 
HARDWARE  REQUIREMENT 

SUGGESTED 
RETAIL  PRICE 

MS-DOS 

_ 

' 

MSX-DOS 

- 

OEM 

WINDOWS 

* 

nw  i v 

GW- BAS  1C 

- 

XENIX 

- 

BASIC  INTERPRETER 

MS-DOS;  MACINTOSH 

$350.00 

BASIC  COMPILER 

APPLE  WITH  SOFTCARD;  MS-DOS 

$395.00 

BUSINESS  BASIC  COMPILER 

MS-DOS 

$600.00 

APPLESOFT  COMPILER 

APPLE  II,  II+,  lie 

$175.00 

FORTRAN  COMPILER 

MS-DOS 

$350.00 

FORTRAN-80  COMPILER 

APPLE  WITH  SOFTCARD 

$195.00 

COBOL  COMPILER 

MS-DOS;  APPLE  WITH  SOFTCARD 

$700.00 

C COMPILER 

MS-DOS 

$600.00 

PASCAL  COMPILER 

MS-DOS 

$300.00 

A.L.D.S. 

APPLE  WITH  SOFTCARD 

$125.00 

MACRO  ASSEMBLER 

MS-DOS 

$100.00 

SORT  FACILITY 

MS-DOS;  APPLE  WITH  SOFTCARD 

$195.00 

MULTIPLAN 

MS-DOS;  CP/M -80;  APPLE  DOS; 

$195.00 

MACINTOSH 

FINANCIAL  STATEMENT 

APPLE  DOS;  MS-DOS 

$100.00 

BUDGET 

APPLE  DOS;  MS-DOS 

$150.00 

CASH  PLAN 

MS-DOS 

$150.00 

WORD 

IBM  PC 

$375.00 

WORD  WITH  MOUSE 

IBM  PC 

$475.00 

CHART 

IBM  PC;  MACINTOSH 

$250.00  (IBM) 

$125.00  (MAC) 

PROJECT 

IBM  PC 

$250.00 

TYPING  TUTOR  II 

APPLE  II,  II+,  lie 

$ 24.95 

MUMATH 

APPLE  WITH  SOFTCARD 

$250.00 

APPLE  II,  II+,  lie 

$125.00 

MUMATH  WITH  MUSIMP 

APPLE  II,  II+,  lie 

$250.00 

MULISP 

MS-DOS,  APPLE  WITH  SOFTCARD 

$250.00 

SOFTCARD  SYSTEM 

APPLE  II,  11+ 

$345.00 

PREMIUM  lie  SOFTCARD 

APPLE  lie 

$395.00 

RAMCARD  BOARD 

APPLE  II,  II+,  III 

$ 99.95 

MOUSE  (BUS  OR  SERIAL) 

MS-DOS 

$195.00 

PCjr  BOOSTER  WITH  MOUSE 

IBM  PCjr 

$295.00 

(No  Additional  Memory) 

PCjr  BOOSTER  WITH  MOUSE 

IBM  PCjr 

$495.00 

(With  1 28 K RAM) 

DECATHLON 

APPLE  II,  II+,  lie 

$ 29.95 

FLIGHT  SIMULATOR 

IBM  PC,  PCjr 

$ 49.95 
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Microsoft  Business  BASIC  Compiler  is  designed  for  the  develop- 
ment of  business  applications  in  BASIC.  It  includes  a decimal 
math  package  and  is  upwardly  compatible  with  Microsoft  BASIC 
and  Digital  Research's  CBASIC®  . 

Microsoft  GW-BASIC  extends  Microsoft  BASIC  with  sound 
generation  and  graphics  capabilities  and  is  licensed  only  to 
OEMs. 

Microsoft  Applesoft  Compiler  converts  Applesoft  BASIC 
programs  into  true  machine  code  and  is  compatible  with  the 
Applesoft  BASIC  Interpreter. 

Microsoft  FORTRAN  Compiler  for  16-bit  microcomputers  meets 
the  1977  ANSI  standard  at  the  subset  level,  and  features  8087 
support. 

Microsoft  FORTRAN-80  Compiler  for  8-bit  microcomputers  is 
based  on  1966  ANSI  requirements. 

Microsoft  COBOL  Compiler  provides  a structured  environment 
for  business  data  and  has  advanced  screen  formatting  and  inter- 
active debugging  capabilities. 

Microsoft  PASCAL  Compiler  is  a structured  language  for  large, 
complex  programs  and  generates  native  machine  code.  Micro- 
soft PASCAL  supports  an  8087  microprocessor  for  faster  math 
calculations  and  provides  8087-emulation  software  for 
computers  without  an  8087  chip. 

Microsoft  C Compiler,  a powerful,  middle-level  language  is  well 
suited  for  developing  languages,  operating  systems,  and 
utilities.  Programs  generated  using  Microsoft  C can  be  run  on  a 
number  of  different  microcomputers.  Many  programs  designed 
to  run  under  UNIX™  can  be  run  when  Microsoft  C is  used  with 
MS-DOS. 

Microsoft  A.L.D.S.  is  an  assembly  language  development  system 
that  permits  programming  in  Z80®,  8080,  and  6502  on  the  Apple 
II  microcomputer.  Other  features  include  a linking  loader, 
library  manager,  cross-referencing  facility,  and  a program  to 
facilitate  transfer  of  Softcard  CP/M-80  files  to  Apple  DOS. 

Microsoft  Macro  Assembler  is  an  assembly  language  develop- 
ment system  for  8-bit  and  16-bit  microcomputers. 

Microsoft  Edit  is  a line-  and  character-oriented  text  editor. 

Microsoft  Sort  is  a file  management  system  for  sorting  and 
merging  and  supports  file  formats  and  data  types  of  Microsoft 
language  products. 
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Operating  systems  developed  by  Microsoft  and  licensed  only  to  OEMs 
include  the  following: 

. In  1980  Microsoft  released  the  XENIX  operating  system,  a 16-bit 
microprocessor  adaptation  of  Bell  Laboratories'  UNIX  system. 

The  XENIX  operating  system  was  developed  to  run  on 
multi-user  computers  with  16-bit  microprocessors  and  on 
DEC'S  PDP-I I series  systems. 

Currently,  40  hardware  manufacturers  in  eight  different 
countries  have  licensed  XENIX  for  their  systems.  There 
are  currently  approximately  40,000  XENIX  installations. 

. In  August  1981  IBM  introduced  its  Personal  Computer  and  desig- 
nated MS-DOS,  the  16-bit  operating  system  developed  by  Micro- 
soft, as  the  primary  operating  system. 

Within  one  year  IBM  had  announced  full  support  of  12 
Microsoft  products  and  by  June  1982,  30  other  companies 
had  released  software  designed  to  run  on  MS-DOS. 

MS-DOS  is  currently  licensed  to  over  90  OEMs. 

In  November  1983  IBM  introduced  the  IBM  PCjr  and  again 
designated  MS-DOS  as  the  primary  operating  system. 

. In  November  1983  Microsoft  announced  Microsoft  Windows,  an 
extension  to  the  MS-DOS  operating  system  for  developing  and 
running  applications  programs  that  use  bit-mapped  displays  and 
mouse-pointing  devices. 

Microsoft  Windows  will  allow  independent  software 
vendors  to  develop  graphics-based  applications  programs 
that  run  without  modification  on  any  16-bit  microcom- 
puter. 

The  product  features  a window  manager  that  allows  a 
user  to  view  unrelated  application  programs  simultan- 
eously, and  a graphics  device  interface. 

The  applications  tool  kit  became  available  in  May  1984  to 
independent  software  vendors  and  hardware  manufac- 
turers. 

Over  23  personal  computer  manufacturers  and  six  major 
independent  software  vendors  have  announced  their 
intent  to  support  the  Microsoft  Windows  standard. 
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. In  June  1983  Microsoft  introduced  MSX,  a set  of  low-end  hard- 
ware specifications,  and  the  MSX-DOS  operating  system. 

The  specifications  make  diverse  software  programs 
compatible  with  low-cost  home  computers  from  different 
manufacturers. 

MSX  is  currently  licensed  to  14  OEMs  in  Japan. 

• Applications  software  products  available  from  Microsoft  include  the 
following: 

Multiplan®  Electronic  Worksheet,  introduced  in  October  1982,  is  a 
high-performance  spreadsheet  for  8-bit  and  16-bit  microcomputers. 

. Features  include  automatic  linking  of  worksheets,  English 
formulas,  eight  windows  for  viewing  different  parts  of  the 
worksheet  at  the  same  time,  text  calculation,  alpha/numerical 
sorting,  internal  rate  of  return,  net  present  value,  and  other 
financial  functions. 

. Multiplan  Applications  Programs  for  use  with  Multiplan  include: 

Microsoft  Financial  Statement  for  balance  sheet  and 
income  statement  ratio  analyses. 

Microsoft  Budget,  providing  six  interrelated  worksheets 
for  budget  planning  and  control. 

Microsoft  Cash  Plan,  for  cash  flow  analysis. 

Microsoft  Word  is  a word  processing  system  introduced  in  October 
1983.  Features  include  English  commands,  windowing,  style  sheets, 
footnotes,  glossaries,  and  columnar  formatting. 

Microsoft  Chart,  introduced  in  1984,  allows  the  user  to  choose  from 
over  40  predesigned  chart  formats  for  presenting  data  graphically. 

Microsoft  Project,  introduced  in  May  1984,  is  a project  scheduling  and 
costing  program. 

Educational  software  includes: 

. Microsoft  Typing  Tutor  II  teaches  typing  skills.  It  provides 
feedback  on  speed,  accuracy,  and  mistakes,  and  it  structures 
lessons  to  the  user's  level  of  skills. 

. Microsoft  muMATH  allows  microcomputers,  which  have  been 
limited  to  arithmetic  operations  in  the  past,  to  perform  algebra, 
trigonometry,  calculus,  integration,  differentiation,  and  trans- 
cendental functions. 
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muMATH  is  written  in  muSIMP,  an  implementation  of  the 
SIMP  language. 

. Microsoft  muMath  Symbolic  Mathematics  package  provides  a 
programming  capability  in  addition  to  muMath  features. 

. Microsoft  muSTAR  is  a resident,  screen-oriented  editor  for 
muLISP. 

• Microsoft  offers  peripheral  products  as  follows: 

The  Microsoft  SoftCard™  system  includes  a Z80  processor  on  an  ex- 
pansion board,  which  plugs  into  an  Apple  II,  II+,  or  lie  expansion  slot. 
Also  included  is  the  Microsoft  BASIC  Interpreter.  The  system  provides 
the  ability  to  run  software  written  for  the  CP/M-80  operating  system 
on  the  Apple  computer. 

The  premium  SoftCard  lie  was  designed  for  the  Apple  lie  and  provides 
access  to  the  CP/M-80  operating  system.  It  also  increases  the 
computer  memory  and  provides  displays  with  an  80-column  format. 

• The  Microsoft  Press  publishes  books  for  personal  computer  users.  These  books 
provide  timely  information  about  users'  computer  systems  and  software. 
Volumes  scheduled  for  availability  during  1984  will  cover  the  IBM  PC  and 
PCjr,  the  Apple  Macintosh,  the  Radio  Shack  M-100,  MS-DOS,  Microsoft  Word, 
Multiplan,  graphics,  and  programmers'  handbooks. 

• Hardware  available  from  Microsoft  includes  a hand-held  editing  and  pointing 
device  (mouse)  and  memory  cards  for  the  Apple  II,  II+,  and  IBM  PC. 

INDUSTRY  MARKETS 

• Approximately  50%  of  Microsoft's  1983  revenue  was  derived  from  the 
licensing  of  its  software  to  hardware  manufacturers  (OEMs).  Fifty  percent 
was  derived  from  products  sold  to  retail  and  wholesale  distributors  and  end 
users. 


The  OEM  Group  licenses  software  products  to  microcomputer  OEMs, 
who  sell  their  products  with  Microsoft  software  bundled  in.  OEMs  may 
also  license  software  for  their  own  use  in  product  development. 

. Microsoft  often  enters  into  joint  marketing  ventures.  For 
example,  an  OEM  might  market  a product  to  Fortune  500 
companies,  while  Microsoft  markets  it  to  the  home  computer 
user. 

. Over  90  OEMs— including  IBM,  DEC,  AT&T,  HP,  Tl,  Apple, 
Radio  Shack,  Xerox,  Matsushita,  Mostek,  Commodore,  and 
Lanier— use  Microsoft  software. 


7 of  8 
July  1984 


© 1984  by  INPUT.  Reproduction  Prohibited. 


INPUT 


MICROSOFT  CORPORATION 


Retailers  selling  Microsoft  products  include  ComputerLand,  Sears 
Business  Stores,  Entre,  and  Businessland. 

Microsoft's  distributors  in  the  U.S.  include  Softsel,  Micro  D,  Softeam, 
First  Software,  Warehouse  One,  and  Dennis  Gates  Distribution. 

GEOGRAPHIC  MARKETS 

• INPUT  estimates  75%  of  Microsoft's  1983  revenue  was  derived  from  the  U.S. 
and  25%  from  Japan,  Europe,  and  Australia. 

• Microsoft  U.S.  sales  offices  are  located  in  Mountain  View  and  Marina  del  Rey 
(CA),  Denver,  Tampa,  Worthington  (OH),  Vienna  (VA),  and  Philadelphia. 

• Microsoft  markets  its  products  in  Japan  through  a joint  agreement  with 
Microsoft  Far  East  (MSFE). 

• Foreign  offices  are  located  in  England,  France,  West  Germany,  and  Australia. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Microsoft  has  the  following  computers  installed  for  software  development: 

I DEC  System  20. 

1 DEC  VAX- 1 1/750. 

2 DEC  PDP- 1 1 /70s,  XENIX. 

Numerous  microcomputers  from  various  manufacturers  including  IBM, 
Tandy  Radio  Shack,  Apple,  DEC,  and  Wang. 
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MICROSOFT,  INC. 

10700  Northrop  Way 
Bellevue,  WA  98004 
(206) 828-8080 


William  Gates,  President 
Private  Corporation 
Total  Employees:  130 
Total  Revenue,  Fiscal  Year  End 


12/31/81:  $16,500,000 


THE  COMPANY 

• Microsoft,  Inc.  was  founded  as  a partnership  in  1975,  by  William  Gates,  then  an 
18-year -old  Harvard  student,  and  Paul  Allen,  21  years  old.  Their  first  product, 
a BASIC  interpreter  for  8080  microcomputers,  has  become  the  de  facto 
industry  standard  with  over  one  million  installations. 

• In  1981,  Microsoft  was  incorporated  as  a private  corporation,  and  specializes 
in  developing  systems  software  for  8-bit  and  16-bit  microprocessors. 

• 1981  revenue  was  $16.5  million,  a 120%  increase  over  1980  revenue  of  $7.5 
million.  The  company  expects  its  revenues  to  double  in  1982.  A five-year 
financial  summary  follows. 


MICROSOFT 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands) 


~—-^_^FISCAL  YEAR 
ITEM 

1981 

1980 

1979 

1978 

1977 

Total  Revenue 
. Percent  increase 

$16,500 

$ 7,500 

$ 2,500 

$ 1,000 

$ 500 

from  previous  year 

120% 

200% 

250% 

100% 

N/A 

• Microsoft  has  two  divisions,  each  contributing  about  50%  of  1981  revenue. 


OEM  Division  licenses  software  to  OEMs  and  was  the  first  marketing 
arrangement  used  by  the  company. 

Consumer  Product  Division,  formed  in  1979,  sells  software  to  dealers, 
distributors,  and  the  public.  This  division  is  expected  to  have  a higher 
growth  rate. 

• The  company  has  130  employees,  almost  double  the  number  it  had  one  year 
ago.  This  is  expected  to  double  again  in  1982.  At  the  end  of  1981,  employees 
were  segmented  as  follows: 
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Software  development  65 

Marketing/sales/customer  support  25 

General  and  administrative  40 

130 


KEY  PRODUCTS  AND  SERVICES 

• All  revenue  is  derived  from  software  products  and  SoftCard,  a hardware/ 
software  product. 

• Microsoft  sells  systems  software  packages  for  8-bit  and  16-bit  micro- 
computers, including  languages,  utilities,  language  subsets,  and  an  operating 
system.  Currently  being  introduced  are  several  applications  tools,  or  systems 
software  products  which  allow  the  user  to  develop  applications  programs. 

Microsoft  developed  most  of  the  software  it  markets. 

• The  Consumer  Product  Division  manufactures  software  in  disk  and  cassette 
formats,  providing  attractive  packaging  and  documentation.  Products  are  sold 
to  dealers,  distributors,  and  directly  to  the  public  by  mail. 

Disk  formats  are  8"  single  side,  single  density;  5V  single  side,  double 
density;  and  5V'  standard  format. 

Software  is  offered  for  the  CP/M,  Apple  DOS,  TRS-80,  ISIS-II,  and 
TEKDOS  operating  systems. 

Language  products  offered  are  BASIC-80,  BASIC  Compiler,  COBOL-80, 
M/SORT,  and  FORTRAN-80. 

. BASIC-80  is  an  implementation  of  BASIC  for  8080  and  Z-80 
microprocessors.  With  over  one  million  installations,  it  is  the 
leading  BASIC  interpreter  used  on  most  8-bit  microcomputers. 

. BASIC  Compiler  is  designed  to  increase  the  execution  speed  of 
programs  run  on  BASIC-80  by  three  to  ten  times. 

. COBOL-80  is  an  implementation  of  COBOL  for  microcomputers. 
It  offers  improved  interactive  and  user  friendly  capabilities  over 
standard  COBOL. 

. FORTRAN-80  offers  relocatable  modules  that  are  linked  and 
loaded  at  run  time. 

. M/SORT  is  a sorting  facility  available  in  standalone  or  language 
hosted  versions. 

SoftCard  is  a hardware/software  product  for  Apple  microcomputers.  It 
includes  a Z-80  processor  on  an  expansion  board  which  plugs  into  an 
Apple  II  or  11+  expansion  slot.  Also  included  is  CP/M  operating  system 
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software,  which  enables  the  Apple  computer  to  operate  any  software 
developed  for  the  CP/M  system. 

. Forty  thousand  units  of  SoftCard  have  been  sold  since  its 

introduction  in  the  summer  of  1980. 

Utility  software  offered  by  the  Consumer  Product  Division  includes 
systems  software  enhancements  and  assemblers. 

. Level  III  BASIC,  an  enhancement  for  Radio  Shack  TRS-80 

systems,  adds  many  BASIC  programming  features  to  its  capa- 
bilities. The  program  is  available  in  disk  and  cassette  versions. 

. Editor /Assembler-Plus  is  an  editing,  assembling,  and  debugging 

package  for  TRS-80  systems. 

. Five  software  modules,  used  in  many  of  Microsoft's  language 
products,  are  offered,  in  various  combinations,  for  assembly 
language  development.  They  are  a macroassembler,  a linking 
loader,  a cross-reference  facility,  a library  manager,  and  a text 
editor. 

Two  symbolic  math  packages  are  offered: 

. muMATH-80  allows  microcomputers,  which  have  been  limited  to 
arithmetic  operations  in  the  past,  to  perform  algebra,  trigo- 
nometry, calculus,  integration,  differentiation,  and  tran- 
scendental functions. 

muMATH  is  written  in  muSIMP,  an  implementation  of  the 
SIMP  language. 

. muLISP-80  is  an  implementation  of  the  LISP  system  and  is 
particularly  useful  in  the  field  of  artificial  intelligence. 

Just  announced  is  the  Manager  Series  of  applications  tools.  Three 
products  will  be  offered: 

. Time  Manager,  a personal  calendar. 

. Project  Manager,  a program  for  small  project  control. 

. Personnel  Manager,  a data  base  management  system  for  names. 
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Prices  of  consumer  products  are  listed  below.  Distributor  discounts  are 
50%  off  retail  price.  Dealer  discounts  are  35-40%. 


LANGUAGES  (CP/M  VERSIONS) 


Basic-80 

$350.00 

BASIC  Compiler 

395.00 

COBOL-80 

750.00 

M/SORT 

150.00 

FORTRAN-80 

500.00 

HARDWARE/SOFTWARE 

SoftCard 

$300.00 

UTILITY  SOFTWARE 

Level  III  BASIC 

$ 49.95 

Editor /Assembler-Plus 

29.95 

Apple  A.L.D.S. 

100.00 

TRS-80  A.L.D.S. 

125.00 

EDIT-80  Package 

120.00 

muMATH-80 

250.00 

TRS-80  muMATH 

74.95 

muLISP-80 

200.00 

• The  OEM  Division  licenses  software  products  to  microcomputer  OEMs,  who 
sell  their  products  with  Microsoft  software  bundled  in.  OEMs  may  also  license 
software  for  their  own  use  in  product  development. 

Languages,  an  operating  system,  utilities,  and  language  subsets  are 
offered  for  8-bit  and  16-bit  processors. 

. Products  are  offered  for  8080,  8085,  Z-80,  8086,  Z8000,  and 
M68000  processors;  and  CP/M-80,  XENIX,  MS-DOS,  and  RMX-86 
operating  systems. 

OEM  licensees  may  put  their  own  name  on  Microsoft  products. 

In  the  past,  Microsoft  licensed  its  software  on  a one-time  fee  basis. 
Most  licenses  are  now  granted  on  a royalty  basis,  as  this  is  more 
profitable.  License  fees  are  on  a sliding  scale,  depending  on  the  number 
of  copies  of  the  software  sold  by  the  OEM. 

Often  Microsoft  enters  into  joint  marketing  ventures.  For  example,  an 
OEM  might  market  a product  to  Fortune  500  companies,  while 
Microsoft  markets  it  to  the  home  computer  user. 

Over  250  OEMs  use  Microsoft  software  including  IBM,  DEC,  HP,  Tl, 
Apple,  Radio  Shack,  Xerox,  Matsushita,  Mostek,  Commodore,  and 
Lanier. 
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. The  operating  system  for  the  IBM  personal  computer,  MS-DOS 
(PC-DOS),  was  developed  by  Microsoft.  Microsoft  BASIC  and 
MS-PASCAL  are  also  used  in  the  IBM  system. 

Languages  offered  by  the  OEM  division  are  Microsoft  COBOL,  MS- 
PASCAL,  BASIC  Compiler,  BASIC  Interpreter,  MS-FORTRAN,  and 
FORTRAN  80. 

Operating  systems  offered  are  XENIX  and  MS-DOS. 

. The  XENIX  operating  system  is  a 16-bit  microprocessor  adapta- 
tion of  Bell  Laboratories'  UNIX  system.  Microsoft  hopes  XENIX 
will  become  the  de  facto  standard  operating  system  for  16-bit 
microprocessors. 

XENIX  is  designed  to  be  easily  transportable  to  new 
hardware.  Applications  programs  and  programming  skills 
are  also  transferable. 

. MS-DOS  is  a disk  operating  system  for  8086/8088  16-bit  micro- 
processors. 

The  system  allows  transportability  of  8-bit  machine 
language  software.  Almost  all  8080  programs  will  work 
without  modification,  and  all  of  Microsoft's  languages  are 
available  under  MS-DOS. 

The  company  expects  MS-DOS  to  become  the  standard 
low-end  operating  system  for  8086  micros. 

Future  enhancements  are  planned,  including  an  upward 
migration  path  to  the  XENIX  operating  system,  disk 
buffering,  graphics  and  cursor  positioning,  kanji  support, 
multi-user  and  hard  disk  support,  and  networking. 

Utilities  and  language  subsets  offered  OEMs  are  M/SORT,  Utility 
Software  Package,  muMATH-80,  and  muL  ISP-80. 

Two  series  of  applications  tools  will  be  coming  out  in  the  next  year: 

. Multi-tools  will  be  a series  based  on  Multiplan,  an  electronic 
spread  sheet. 

Multiplan  is  a tool  for  numeric  planning  and  modeling.  It 
permits  individual  items,  rows,  columns,  and  blocks  of 
entries  to  be  manipulated. 

Graphics,  data  base  management,  and  word  processing 
will  be  added,  to  form  the  Multi-tools  system. 
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Vertical  packages  will  be  used  in  conjunction  with  the  Multi- 
tools series,  and  will  simplify  development  of  spread  sheets. 
These  will  ask  the  operator  pertinent  questions,  and  the  answers 
will  be  input  onto  the  electronic  spread  sheet. 

Forecasting  and  budgeting  packages  are  examples. 


INDUSTRY  MARKETS 

• About  50%  of  Microsoft's  revenue  is  derived  from  licensing  software  to 
discrete  manufacturers  (OEMs).  Most  of  the  remainder  comes  from  products 
sold  to  retail  and  wholesale  distributors.  A small  amount  of  revenue  is 
generated  by  sales  directly  to  end  users.  In  all  cases,  end  users  of  Microsoft's 
products  are  spread  across  industry  sectors. 

GEOGRAPHIC  MARKETS 

• Revenue  is  derived  from: 


U.S. 

60% 

Japan 

30 

Europe 

10 

100% 

• Microsoft  markets  its  products  in  Japan  through  a joint  agreement  with  ASCII. 
Six  out  of  the  seven  major  Japanese  minicomputer  manufacturers  have 
licensed  Microsoft's  operating  systems  and  languages. 

• Products  have  been  marketed  in  Europe  through  a joint  agreement  with  Vector 
Corporation.  Microsoft  is  opening  its  own  office  in  London  in  the  second 
quarter  of  1982. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Software  development  is  done  on: 

1 DEC  2060,  TOPS  20. 

2 DEC  PDP  1 1 /70s,  XENIX. 

I DEC  VAX  1 1/750. 

Various  8- and  16-bit  microcomputers. 
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M&l  Data  Services 


Chairman  & CEO:  Dennis  J.  Kuester 

President  & COO:Joseph  L.  Delgadillo 
4900  West  Brown  Deer  Road 
Brown  Deer,  Wl  53223 
Phone:  (800)  236-3282 

Ext.  49237 

Internet:  http://www.midata.com 


M&l  Services 


Status:  Division 

Parent:  Marshall  & llsley  Corporation 

Employees:  2,900(12/95) 

Revenue:  $285,426,000 

Fiscal  Year  End:  12/31/95 


Key  Points 

• M&I  Data  Services  (M&I)  is  a major 
supplier  of  outsourcing,  software,  and 
professional  services  to  financial  institutions 
throughout  the  U.S.  and  internationally. 

• In  1995,  the  company  continued  to  grow 
profitably,  with  revenue  from  external 
sources  reaching  nearly  $215  million,  an 
increase  of  34%  over  1994. 

• In  May  1996,  M&I  announced  agreements 
with  three  bank  clients  to  begin  offering 


Internet  banking  to  retail  and  commercial 
customers  through  M&I,  using  Five  Paces’ 
Virtual  Bank  Manager™,  the  software 
developed  for  the  world’s  first  Internet 
bank,  Security  First  Network  Bank. 

• In  June  1995,  M&I  acquired  Mutual 
Services,  Inc.,  renaming  the  Braintree  (MA) 
data  center  M&I  New  England. 

• In  March  1995,  M&I  broke  ground  for  the 
new  M&I  Center  for  Advanced  Product 
Engineering.  The  new  facility  provides 
160,000  square  feet  of  office  space  and  is 
located  in  M&I’s  Advanced  Technology  Park. 

• In  January  1995,  M&I  acquired  the  Reliance 
2000  division  from  Software  Alliance 
Corporation  of  Berkeley  (CA). 
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Company  Description 

M&I  is  a wholly  owned  division  of  the 
Marshall  & Ilsley  Corporation,  providing 
financial  and  data  processing  services  and 
software  to  banking,  financial,  and  related 
organizations.  The  division  provides  services 
and  software  to  more  than  850.  financial 
institution  customers  in  the  U.S.,  as  well  as 
internationally. 

The  parent  company,  Marshall  & Ilsley 
Corporation,  is  a $13.4  billion  bank  holding 
company. 

• Marshall  & Ilsley’s  subsidiaries  include  30 
commercial  banks  and  a number  of 
businesses  closely  related  to  the  business  of 
banking,  including  trust  and  investment 
management,  brokerage  services,  mortgage 
services,  and  leasing. 

• Marshall  & Ilsley’s  banking  subsidiaries 
provide  a full  range  of  banking  services  to 
businesses  and  governments  throughout 
Wisconsin  and  the  Phoenix  (AZ)  area. 

• As  of  May  1996,  Marshall  & Ilsley  and  its 
subsidiaries  had  a total  of  approximately 
9,055  employees. 

M&I  Data  Services  was  formed  in  1964  as  the 
processing  department  for  Marshall  & Ilsley 
correspondent  banks  in  the  state  of 
Wisconsin.  In  1982,  the  company  began 
providing  processing  services  to  financial 
institutions  outside  of  Wisconsin.  M&I  is  the 
largest  nationally  recognized  bank-owned 
supplier  of  data  processing  software  and 
services. 

Organization  and  Structure 

M&I  Data  Services  is  organized  into  five 
groups,  as  shown  in  Exhibit  A on  the  following 
page. 


M&I’s  main  service/support  center  is  located 
in  Brown  Deer  (WI).  The  company  has  data 
centers  in  Brown  Deer  and  Oak  Creek  (WI) 
and  Braintree  (MA).  Item  processing  and 
printing  centers  are  located  in  Appleton, 
Madison,  Sun  Prairie,  and  Wausau  (WI); 
Phoenix  (AZ);  Fort  Lauderdale  and  Tampa 
(FL);  Elk  Grove  Village  (IL);  New  York  (NY); 
and  Hato  Rey  (Puerto  Rico). 

Company  Strategy 

M&I  is  focusing  its  resources  on  the  following 
objectives: 

• Increased  ease  of  use  and  decreased  cost  of 
use  of  its  products  and  services,  resulting  in 
greater  efficiency  for  its  customers 

• Innovative  products  offering  competitive 
advantages  to  its  customers 

• Flexibility  to  allow  customers  to  adapt  to 
changing  financial  industry  conditions 

M&I  intends  to  capitalize  on  changes  in  the 
market,  including: 

• The  trend  for  ever-larger  companies  to 
outsource 

• The  trend  toward  open  operating  systems 
such  as  UNIX  and  Windows.  M&I  is  now 
using  a client/server  technology  that 
integrates  existing  software  with  new 
applications  for  UNIX  servers  and  lower- 
cost  PC  workstations. 

• The  trend  toward  plastic  instead  of  paper, 
with  products  like  Visa  check  and  Master 
Money  debit  cards.  M&I’s  EFT  service, 
which  provides  support  for  ATM  systems 
nationwide,  has  been  very  successful. 
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Exhibit  A 

M&l  Data  Services 
Organizational  Structure 


Enterprise 

Solutions 


Retail 

Product 

Delivery 


Outsourcing 

Business 


Financial 
Products  and 
Services 


Technology 

Operations 


• Integrated 
Banking 
System 

• Custom 
Statement 
Formatter 

• Consulting 
services 

• Account 
management 


• Marketing 

• Customer 
service 


• MICARD  - 
Credit  card 

• EFT  Services  - 
Debit  cards 
ATM/switch 
processing 

• Home  delivery  - 
Telephone  and 
PC  via  private 
network  or 
Internet 

• Financial 
Desktop 

• Open  branch 
automation 


• Trust 
services 
and  software 

• Conversion 
Resource 
Group 

• Account 
management 

• Sales 

• Marketing 

• Consulting 

• Support  Center 

• Datacenter 
operations 

• Cash 

management 

• Lockbox 

• Check 
processing 

• Print  services 


• Information 
Desktop 

• DataBank 

• STAR  View 

• Product 
usability  lab 

• Methodology 

• Development 
Support  Center 

• Enterprise 
architecture 

• Strategic 
product 
planning 

• Product 
innovation 

• Deposit 
products 

• Loan 
products 

• Customized 
solutions 


• On-line  applications 

• System 
performance 

• Batch  service 

• Network  services 

• Remote  Compute 
Utility 

• Quality 

• Technical 
support 

• Hardware  asset 
management 

• Production 
Help  Desk 

• Production 
control 

• High  performance 
environment 


• Backroom  • Relationship 

services  management 


• Check  • Corporate 

adjustment  payment  products 


• Education  Services 
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• The  continued  and  increasing  demand  for 
innovative  software:  virtual  bank,  data 
warehousing,  flexible  presentation  and 
viewing  tools,  and  user-defined  output 
creation  and  delivery.  M&I  is  continually 
enhancing  and  developing  Windows-based 
graphical  products,  testing  them  in  M&I’s 
Usability  Lab,  and  piloting  them  at 
customer  locations. 


Financials 

M&I’s  1995  revenue  reached  $285.4  million. 
Total  noncaptive  revenue  for  1995  reached 
$214.8  million,  a 34%  increase  over  1994 
revenue  of  $160.3  million.  A three-year 
revenue  summary  follows: 


M&I  Data  Services 

Three-Year  Noncaptive  Revenue  Summary 

($  Millions) 


Fiscal  Year 

Item 

1995 

1994 

1993 

Revenue 

$214.8 

$160.3 

$136.7 

• Percent  change  from 
previous  year 

34% 

17% 

19% 

M&I’s  revenue  increase  is  attributed  to  the 
following: 

• 80  new  customer  contracts,  conversions, 
and  mergers  in  outsourcing 

• Six  new  trust  outsourcing  contracts 

• 20  new  MICARD  (bankcard  processing) 
contracts 

• 52  software  sales  in  CSF  (Custom 
Statement  Formatter)  and  IBS  (Integrated 
Banking  System) 

• 98  outsourcing  contract  renewals 

• New  product  introductions,  including 
Information  Desktop  and  Direct  Banking 

Source  of  Revenue  by  Product  / Service 

Approximately  83%  of  M&I’s  1995  noncaptive 
revenue  was  derived  from  its  various 
processing/outsourcing  delivery  options.  The 
remaining  17%  was  derived  from  applications 
software  product  sales. 


Market  Financials 

The  majority  of  M&I’s  1995  revenue  was 
derived  from  the  banking  and  finance 
industry.  The  company’s  products  and 
services  are  marketed  to  institutions  of  all 
sizes. 

The  company  also  provides  financial  data 
processing  to  other  industries. 

Geographic  Markets 

Approximately  96%  of  M&I’s  1995  revenue 
was  derived  from  the  U.S.  and  4%  was  derived 
from  international  sources. 

M&I’s  outsourcing  customers  are  located  in  45 
states  and  Puerto  Rico. 

CSF  and  IBS  software  clients  are  located  in 
the  U.S.,  Australia,  Canada,  France,  India, 
Indonesia,  Italy,  Malaysia,  Mexico,  New 
Zealand,  Norway,  Puerto  Rico,  South  Africa, 
Spain,  Switzerland,  Thailand,  and  the  U.K. 
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Acquisitions 

In  June  1995,  M&I  purchased  Mutual 
Services,  Inc.  (MSi),  a service  bureau  in 
Braintree  (MA). 

• In  1995,  MSi  provided  account  and  item 
processing  for  28  financial  institutions, 
representing  total  assets  of  $8.5  billion 
within  the  New  England  area. 

• Subsequent  to  the  acquisition,  the 
datacenter  was  renamed  M&I  New  England, 
representing  the  company’s  commitment  to 
the  New  England  area. 

• M&I  New  England  provides  account 
processing  for  18  institutions  and  item 
processing  for  24  institutions. 

In  January  1995,  M&I  acquired  the  Reliance 
2000  division  from  Software  Alliance 
Corporation  of  Berkeley  (CA). 

• The  acquisition  included  a growing 
professional  services  business  as  well  as 
worldwide  distribution  rights  for  the  M&I 
IBS  software,  which  had  been  exclusively 
distributed  by  Software  Alliance  since  1981. 

• This  acquisition  also  brought  active  projects 
for  large  IBS  installations  and  a large 
number  of  current  and  prospective  software 
customers. 

Employees 

As  of  December  31,  1995,  M&I  had 
approximately  2,900  employees,  segmented  as 
follows: 


Sales  and  marketing 115 

Customer  service/product  support. .500 
Software  development/ 

programming  support 760 

Computer  operations 1,125 

Trust 80 

EFT/MICARD 150 

Finance  and  administrative 170 


2,900 

Key  Products  and  Services 

M&I  provides  outsourcing,  enterprise 
solutions,  and  software  licensing  to  more  than 
850  financial  institutions  and  corporations. 
Outsourcing  and  software  customers  are 
located  in  45  states  and  16  countries. 

Outsourcing 

M&I  provides  data  processing,  information 
management,  and  support  services,  as  shown 
in  Exhibit  B on  the  following  page. 

Financial  Desktop — The  graphical  product 
line  is  tightly  integrated  with  M&I’s  back-end 
transaction  processing  systems,  providing  an 
electronic  connection  between  the  branch,  the 
customer  service  center,  and  the  back  office. 

Salespartner — A PC-based  application  used 
by  branch  personnel  to  integrate  platform 
sales,  new  accounts,  teller  transactions,  and 
document  preparation.  Salespartner 
interfaces  with  M&I  applications  available  via 
processing  services  and  with  IBS. 

Home  Delivery — Home  Delivery  products 
allow  a financial  institution’s  customers  to  do 
their  banking  and  pay  their  bills  anytime, 
anywhere. 

MICARD  Services — MICARD  Services,  a 
Madison  (Wl)-based  division  of  M&I  Data 
Services,  is  a national  bankcard  processor 
providing  innovative,  cost-effective  solutions 
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which  support  financial  institutions  as  well  as 
their  merchant  and  cardholder  customers. 

Information  Desktop — This  information 
management  system  is  a Windows-based 
graphical  user  interface  consisting  of  intuitive 
reporting  tools  and  decision  support 
applications  to  help  the  user  navigate  through 
M&I’s  data  warehouse,  the  DataBank. 

The  DataBank  warehouse  collects  data  from  a 
variety  of  M&I  and  non-M&I  applications  and 
houses  it  in  a centralized  location. 

Trust  System — M&I’s  PC-based  TrustDesk™ 
offers  users  of  the  M&I  Trust  System  access 
to  real-time  trust  securities  and  accounting 
information,  and  permits  the  manipulation 
and  analysis  of  data  through  third-party 
software  systems.  The  Trust  System 
supplements  the  mainframe  Trust  Services 
capabilities  with  personal  Trust  Accounting, 
Participant  Record  Keeping,  and  Cash 
Manager. 

M&I  provides  trust  companies  with 
outsourcing  support  through  the  M&I  Trust 
System,  the  same  system  used  by  Marshall  & 
Ilsley  Corporation’s  own  trust  company  and 
affiliates,  as  well  as  over  110  trust  companies 
across  the  United  States.  It  is  a 
comprehensive  real-time  system  supporting 
the  requirements  of  trust  executive 
management,  account  administration, 
employee  benefit  administration,  and 
investment  management  personnel. 

Some  specific  client  services  are  Asset 
Allocation,  which  provides  automated 
investment  monitoring;  Customized 
Statement  Reporting  utilizing  graphical  (CSF) 
formats;  and  TrustWeb™  Internet  Access, 
providing  direct  access  to  portfolio 
information  for  a bank’s  trust  customers. 


Data  Centers 

M&I  provides  a range  of  processing/systems 
operations  services  with  230  customer-owned 
remote  sites  and  outsourcing-customer  assets 
ranging  from  $2  million  to  $16  billion. 

• At  the  end  of  1995,  M&I  was  managing  a 
network  of  168,000  CRTs,  TTs,  PCs,  and 
printers,  and  3,400  EFT  terminals. 

• M&I  processes  more  than  24  million 
accounts/relationships  per  night. 

M&I’s  data  centers  have  the  following 
computers  supporting  products  and  services: 

- 1 IBM  9021-962 

- 2 IBM  9021-9X2s 

- 1 Hitachi  GX8824 

- 1 Hitachi  EX44 

- 1 IBM  AS/400 

- 23  UNIX  Servers  (SUN,  IBM,  HP) 

- 5 NT  Servers  (Compaq) 

- Tandem  Himalaya  K1000  with  14 

CPUs 

M&I  has  data  centers  in  Brown  Deer  and  Oak 
Creek  (WI),  and  Braintree  (MA).  Item 
processing  and  printing  centers  are  located  in 
Appleton,  Madison,  Sun  Prairie,  and  Wausau 
(WI);  Phoenix  (AZ);  Fort  Lauderdale  and 
Tampa  (FL);  Elk  Grove  Village  (IL);  New  York 
(NY);  and  Hato  Rey  (Puerto  Rico). 

Licensed  Software 

M&I  also  offers  the  following  software  for  the 
financial  industry: 

CSF — CSF  is  a software  development  tool  for 
creating  personalized,  easy-to-understand 
customer  statements  using  advanced  laser 
technology  and  CSF’s  OS/2-based  graphical 
user  interface,  CSF  PC-Paint. 
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Exhibit  B 

M&l  Data  Services 
Outsourcing  Products  and  Services 


Product  and  Service  Delivery 

Financial  Products 

Financial  Desktop 

Deposit  System 

Salespartner 

Loan  System 

PCTeller 

- Collection/Task  Tracking  System 

Corporate  Cash  Management  (MICASH) 

- Collateral  System 

TrustDesk™ 

Financial  Control  System 

Home  Delivery 

Trust  System 

- Bill  Paying  by  Phone  and  PC 

Cash  Manager 

- Banking  by  Phone  and  PC 

Safe  Deposit  System 

- Internet  Banking 

Integrated  Funds  Management  System  (IFMS) 

MICARD 

Audit  System 

VISA  Check  Card 

Custom  Statement  Formatter  (CSF) 

Customer  Support 

EFT/MIPATH  Electronic  Funds  Transfer 

Account  Management 
Conversion  Services 

Relationship  Management 

Consulting  Services 

Customer  Information  System  (CIS) 

- Operational  Reviews 

Account  Analysis  System 

- Disaster  Recovery 

Customer  Profitability  System 

- Information  Security  and  Control 

Profitability  Modeling  System 

Network  Services 

Relationship  Packaging  System 

Third-party  Alliances 

EASE  MCIF  System 

- Partnership  Plus 

Item  Processing 

Enterprise  Information  Management 

- Checkout 

Information  Desktop 

- Report  Edge 

- InFormatter 

- Asset/Liability  Reporting 

- Lockbox  Services 
PC  Remarketing 
Education  Services 
The  Support  Center 

- Call  Reporting 

DataBank  (data  warehouse) 
STAR  View 

• CSF  software  may  be  purchased  and  run  on 

IBS — M&I’s  Integrated  Banking  System 

the  customer’s  IBM  or  compatible 

software,  introduced  in  1980,  offers  an 

mainframe. 

integrated  on-line,  real-time  financial 
processing  software  network,  and  is  designed 

• M&I  has  over  200  CSF  customers  in  16 

for  financial  institutions  in  a multibank. 

countries. 

multibranch  environment. 
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• The  software  is  purchased  and  run  on  the 
customer’s  mainframe. 

There  are  currently  43  IBS  clients  in  four 
countries. 

• IBS  applications  include: 

- Integrated  Deposits  (demand,  savings, 
time) 

- Integrated  Loans  (commercial,  consumer, 
and  mortgage) 

- Customer  Information  System,  which  also 
supports  relationship  management  and 
profitability  measurement 

- Teller  Terminal  Support  Systems 

- XAA  Extended  Account  Analysis 

The  M&I  Trust  System  is  a trust  management 
system  that  provides  in-depth  reporting 
required  by  trust  management, 
administrators,  portfolio  managers, 
operations  personnel,  tax  analysts,  and  new 
business  personnel. 

• The  system  is  available  as  a processing 
service  or  as  a software  product  for  in-house 
use  on  the  customer’s  IBM  or  compatible 
mainframe. 

• M&I  currently  has  two  Trust  System  clients 
in  the  United  States. 

The  EASE  MCIF  System  Marketing  Solution 
is  a PC-based  MCIF  system  designed  to 
interface  standard  customer  information  with 
third-party  demographics. 

The  CIS  Marketing  Solution  is  a complete 
library  of  marketing  programs  designed  to 
analyze  the  Customer  Information  System  for 
marketing  reporting. 


Enterprise  Solutions 
Enterprise  Solutions  are  designed  for 
financial  institutions  with  assets  greater  than 
$10  billion.  The  Enterprise  Solutions  Group 
provides  large  financial  institutions  with 
customized,  multifaceted  solutions,  including 
M&I  software  products,  M&I  outsourcing 
services,  M&I  professional  services,  joint 
development  projects,  and  integration  of 
external  products  and  services. 

Clients 

M&I  has  over  850  clients  in  45  states  and  16 
countries. 

Marketing  and  Sales 

M&I  markets  its  outsourcing  services, 
professional  services,  and  IBS  software 
through  its  in-house  sales  force. 

M&I’s  CSF  software  is  marketed  through  its 
in-house  sales  force  and  foreign  distributors. 

Alliances 

In  April  1996,  M&I  announced  an  agreement 
with  Microsoft  Corporation  whereby  M&I  will 
provide  its  financial  institution  clients  with  a 
systems  interface  using  Microsoft  Money. 

In  April  1996,  M&I  also  announced  a licensing 
and  joint  development  agreement  with 
Travelers  Express,  a major  bill  payment 
servicing  provider.  Under  the  terms  of  the 
agreement,  M&I  will  provide  bill  payment 
services  as  an  extension  to  its  existing  data 
processing  and  financial  service  bureau 
capabilities.  The  companies  will  work 
collaboratively  to  expand  electronic  payment 
capabilities  to  vendors  on  a national  basis. 

In  December  1995,  M&I  and  Atlanta-based 
Five  Paces,  Inc.,  a developer  of  on-line 
banking  and  financial  management 
applications,  announced  a licensing 
agreement  whereby  M&I  will  license  and 
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customize  Five  Paces’  Virtual  Bank 
Manager™  (VBM)  secure  banking  application 
for  financial  institutions. 

• Five  Paces’  VBM  software  was  developed  for 
the  world’s  first  Internet  bank,  Security 
First  Network  Bank,  for  which  M&I 
provides  data  processing. 

• In  May  1996,  M&I  announced  agreements 
with  three  bank  clients  to  begin  offering 

In  February  1995,  M&I  established 
Partnership  Plus,  a program  designed  to  form 
alliances  with  vendors  that  help  provide 
turnkey  solutions  to  M&I  customers. 

• M&I’s  initial  Partnership  Plus  alliance  is 
with  Wallace  Computer  Services  for  output 
forms. 


Internet  banking  to  their  retail  and 
commercial  customers  through  M&I. 

• Internet  banking  services  will  be  offered  by 
the  fall  of  1996  by  Marshall  & Ilsley  Bank  of 
Milwaukee  (WI),  the  Salem  Five  Cents 
Savings  Bank  of  Salem  (MA),  and  the  West 
Coast  Savings  Bank  of  Sarasota  (FL). 


• Another  Partnership  Plus  alliance  is  with 
Wallace  Computer  Services  and  General 
Financial  Supply  for  MICR  forms. 

Competition 

Major  competitors  include  ALLTEL 
Information  Services,  Inc.,  Fiserv,  and 
Electronic  Data  Systems. 


Parent: 

Marshall  & Ilsley  Corporation 
770  North  Water  Street 
Milwaukee,  WI  53202 
Phone:  (414)  765-7801 


M&I  Data  Services 
June  1996 


INPUT  1996.  Reproduction  prohibited. 


Page  9 of  9 


0 


9 


COMPANY 

PROFILE 


INPUT 


M&l  DATA  SERVICES,  INC. 

770  North  Water  Street  Chairman  & CEO:  Dennis  J.  Kuester 

Milwaukee,  Wl  53202  President  & COO:  Joseph  L.  Delgadillo 

Phone:  (800)  822-6758  Status:  Wholly  Owned  Subsidiary 

Parent:  Marshall  & llsley 

Corporation 

Total  Employees:  2,000  (12/93) 

Total  Revenue:  $151,594,000 

Noncaptive  Revenue:  $1 1 2,964,000 

Fiscal  Year  End:  1 2/31  /92 


Key  Points 

• M&I  Data  Services,  Inc.  (M&I)  is  a major  supplier  of 
processing/systems  operations  services  and  software  to  financial 
institutions  throughout  the  U.S.  and  in  several  foreign  countries. 

• The  company  continues  to  grow  profitably;  in  1992,  revenue  from 
external  sources  was  $113  million,  an  increase  of  22%  over  1991. 

• During  1993,  M&I  added  160,000  square  feet  to  its  Brown  Deer  data 
center,  reflecting  the  company's  strong  commitment  to  the  future  of 
financial  services  data  processing. 

• The  acquisition  of  Tampa-based  Financial  Processors,  Inc.,  has 
added  over  84  customers,  primarily  in  the  southeastern  U.S. 
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Company 

Description 


Strategy 


Financials 


M&I  provides  processing  services,  systems  operations  services,  and 
applications  software  products  primarily  to  banks  and  thrifts.  M&I  also 
provides  processing  services  to  affiliates  of  its  parent,  Marshall  & Ilsley 
Corporation,  a diversified  interstate  bank  holding  company  with  $7.8 
billion  in  assets. 

M&I  was  formed  in  1964  as  the  processing  services  arm  for  Marshall  & 
Ilsley  correspondent  banks  in  the  state  of  Wisconsin.  In  1982,  the 
company  began  providing  processing  services  to  financial  institutions 
outside  of  Wisconsin. 

In  1986,  M&I  officially  became  a wholly  owned  subsidiary  of  Marshall 
& Ilsley  Corporation. 


M&I  is  focusing  its  resources  on  the  following  objectives: 

• Increased  ease  of  use  and  decreased  cost  of  use,  resulting  in  greater 
efficiency  for  its  customers 

• Innovative  products  offering  competitive  advantages  to  its  customers 

• Flexibility  to  allow  customers  to  adapt  to  changing  financial  industry 
conditions 

M&I  intends  to  capitalize  on  changes  in  the  market,  including: 

• The  trend  for  ever  larger  companies  to  outsource 

• The  trend  toward  open  operating  systems  like  UNIX  and  Windows. 
M&I  is  now  using  a new  technology  that  enables  existing  software  to 
run  on  lower-cost  PC  workstations. 

• The  trend  toward  plastic  instead  of  paper,  with  new  products  like 
VISA  and  MasterCard  Debit  cards.  M&I's  EFT  service,  which 
provides  support  for  ATM  systems  nationwide,  has  been  very 
successful. 

• The  continued  and  increasing  demand  for  innovative  software 


M&I's  total  noncaptive  1992  revenue  reached  $113.0  million,  a 22% 
increase  over  1991  revenue  of  $92.6  million.  A three-year  revenue 
summary  follows: 
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M&l  DATA  SERVICES,  INC. 
THREE-YEAR  NONCAPTIVE  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

1992 

1991 

1990 

Revenue 

• Percent  increase 

$113.0 

$92.6 

$75.0 

from  previous  year 

22% 

23% 

18% 

M&I's  management  attributes  revenue  increases  to  a net  increase  of  20 
bank  customers  in  1992  and  a net  increase  of  35  bank  customers  in 
1991.  All  31  M&I  customers  whose  contracts  expired  in  1992  renewed 
their  contracts. 

• Software  sales  and  licensing  activities  remained  strong,  with 
significant  sales  from  Custom  Statement  Formatter  (CSF), 
Salespartner/PCTeller  platform  automation  systems,  and  EASE 
marketing  products. 

• Trust  Services  added  11  new  customers  during  1992,  and  revenue 
increased  22%. 

Approximately  83%  of  M&I's  1992  noncaptive  revenue  was  derived 
from  Service  Bureau  and  Premium  Service  Bureau  delivery  options, 
and  4%  from  Remote  Compute  Utility,  Resource  Management,  and 
Facilities  Management  options.  The  remaining  13%  was  derived  from 
applications  software  product  sales. 


Market  Financials  Approximately  94%  of  M&I's  1992  revenue  was  derived  from  banks, 

4%  from  thrifts,  and  2%  from  non-bank  clients. 

The  company's  products  and  services  are  marketed  to  financial 
institutions  of  all  sizes. 


Geographic 

Markets 


Approximately  98%  of  M&I's  1992  revenue  was  derived  from  the  U.S. 
and  2%  from  international  sources. 

M&I's  processing  clients  are  located  in  41  states  across  the  U.S. 

M&I's  software  clients  are  located  in  the  U.S.,  Canada,  Malaysia, 
Indonesia,  India,  and  Australia. 
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Structure 


Acquisitions 


M&I  is  currently  organized  into  the  following  business  segments: 

• EDP  Management,  with  11  employees,  manages  the  operations  of 
the  other  business  groups. 

• The  Financial  Services  Group,  with  475  employees,  provides  sales, 
support,  and  service  to  over  500  financial  institutions  in  41  states. 
This  group  has  responsibility  for  sales  and  marketing,  conversion 
management,  account  management,  product  management,  financial 
services  reporting,  corporate  cash  management  services,  and 
consulting  activities. 

• The  Financial  Products  Group,  with  550  employees,  enhances  and 
supports  the  M&I  Integrated  Banking  System.  Responsibilities 
include  product  development  for  the  various  M&I  application 
systems,  including  Deposit,  Loan,  Customer  Information, 
Teller/Platform,  Customer  Profitability,  Financial  Control, 
Corporate,  Custom  Statement  Formatter  and  Compliance. 

• The  Technology/Operations  Services  Group,  with  500  employees, 
provides  operational  support  and  backroom  services  to  customers 
and  has  responsibility  for  banking  operations,  command  center, 
network  communications,  EFT,  and  MICARD  bankcard  processing. 

• The  Software  Development  Group,  with  65  employees,  provides 
product  and  technical  support  to  M&I's  Integrated  Banking  System 
software  purchasers. 

• The  Trust,  EFT,  and  Administrative  Group/Human  Resources,  with 
400  employees,  develops,  enhances,  and  supports  trust  software  and 
services.  This  group  also  manages  the  accounting,  administrative, 
and  personnel  functions  of  M&I. 

M&I  has  offices  in  Milwaukee,  Madison  and  Wausau  (WI);  Baltimore 

(MD);  New  York  (NY);  Elk  Grove  Village,  Moline  and  Springfield 

(IL);  Tempe  (AZ);  and  Miami  and  Tampa  (FL). 


In  June  1993,  M&I  acquired  the  Tampa-based  correspondent  bank  data 
processing  operations  of  Financial  Processors,  Inc. 

• Financial  Processors,  with  annual  revenue  of  about  $8.6  million,  was 
an  affiliate  of  Barnett  Technologies,  Inc.,  the  information  technology 
subsidiary  of  Barnett  Banks,  Inc.,  of  Jacksonville  (FL). 

• M&I  assumed  responsibility  for  all  current  contracts,  associated 
equipment,  an  employee  base  of  160  people,  and  item  processing 


Page  4 of  9 


Copyright  1993  by  INPUT.  Reproduction  Prohibited. 


December  1993 


M&l  DATA  SERVICES,  INC. 


INPUT 


Employees 


Key  Products 
and  Services 


operations  in  Tampa  and  Miami.  M&I  is  the  developer  of  most  of 
the  software  Financial  Processors  had  been  using  to  service  its 
customers. 

Financial  Processors  had  approximately  84  customers  located  in  the 
southeastern  part  of  the  U.S.,  primarily  in  Florida  and  Georgia. 


As  of  December  31,  1992,  M&I  had  over  1,700  employees.  The 
company  currently  has  approximately  2,000  employees. 


M&I  provides  a range  of  processing/systems  operations  services  to  over 

500  banks,  savings  and  loans  and  savings  banks  in  41  states,  with  198 

remote  sites  and  assets  ranging  from  $2  million  to  $13  billion. 

• At  the  end  of  1992,  M&I  was  managing  a network  of  over  57,000 
CRTs,  PCs  and  printers,  and  3,000  EFT  terminals. 

• M&I  produces  over  28  million  bank  accounts/relationships  per  night 
and  processes  over  900  million  on-line  transactions  a year. 

M&I  offers  six  delivery  options  for  its  products  and  services  as  follows: 

• Service  Bureau:  Traditional  remote  computing  processing  services 
are  provided  that  allow  a financial  institution  to  access  M&I's  data 
center  for  those  applications  it  needs.  M&I  maintains  the  technical 
infrastructure  and  provides  product  and  customer  support. 

• Premium  Service  Bureau:  M&I  provides  a customized  version  of 
M&I's  Integrated  Banking  System  (IBS)  for  the  client,  run  at  an 
M&I  data  center.  In  addition,  the  client  receives  special 
programming  services  and  dedicated  product  support. 

• Resource  Management:  For  this  service,  M&I  manages  selected 
data  processing  resources  for  the  customer.  This  may  include  M&I 
and  non-M&I  software,  people,  and/or  technical  environment. 

• Facilities  Management:  M&I  manages  the  entire  data  processing 
function  for  the  customer  at  the  customer's  facility. 

• Remote  Compute  Utility:  M&I  software  is  purchased  by  the 
customer.  M&I  provides  operations  and  support  at  an  M&I  data 
center  until  the  client's  experience  level  and  hardware  configurations 
permit  processing  in-house. 
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• Software:  M&I  IBS  software  is  purchased  and  run  on  the  customer's 
mainframe.  M&I  Trust  System  and  Custom  Statement  Formatter 
(CSF)  software  may  also  be  purchased  and  run  on  the  customer's 
IBM  or  compatible  mainframe. 

M&I  applications  available  via  processing/systems  operations  services 
include  the  following: 

• Customer  Information  System  (IBS) 

• Financial  Control  System 

• Deposit  System  (IBS) 

• Loan  System  (IBS) 

• Customer  Profitability  System  (IBS) 

• MICARD  Services  for  bankcard  processing 

• MICASH  for  corporate  cash  management 

• MIPATH  for  electronic  funds  transfer 

• Teller/Platform  Systems  (IBS) 

• Teller  Card  Link 

• Custom  Statement  Formatter 

• Trust  System 

• ExecuVision 

• M&I  also  offers  the  INFO  Center,  a series  of  products  used  by 
processing  clients  to  retrieve,  manipulate,  analyze,  and  present  data, 
and  bulk  filing  services. 

M&I's  Brown  Deer  data  center  has  the  following  computers  installed  in 
support  of  its  processing  services: 

• 1 IBM  3090-600S 

• 1 IBM  3090-600J 

• 1 IBM  ES9000-860 

• 1 Hitachi  HDS  GX  8520 


M&I  applications  software  products  for  IBM  and  compatible 
mainframes  include  the  following: 

• The  M&I  Integrated  Banking  System  (IBS),  introduced  in  1980, 
offers  an  integrated  on-line,  real-time  financial  processing  software 
network  and  is  designed  for  financial  institutions  in  a multibank, 
multibranch  environment. 

- The  software  is  available  through  an  exclusive  marketing 

agreement  with  Software  Alliance  Corporation  of  Berkeley  (CA). 
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- IBS  applications  include: 

Integrated  Deposits  (Demand,  Savings,  and  Time) 
Integrated  Loans  (Commercial,  Consumer,  and 
Mortgage) 

Customer  Information  System,  which  also 
supports  relationship  management  and 
profitability  measurement 
Teller  Terminal  Support  Systems 

- There  are  currently  50  IBS  clients,  including  six  of  the  top  ten 
U.S.  financial  institutions.  Clients  include  Chase  Manhattan, 

First  Interstate,  First  Fidelity  and  Bankers  Trust. 

The  M&I  Trust  System  is  a trust  management  system  that  provides 
in-depth  reporting  required  by  trust  management,  administrators, 
portfolio  managers,  operations  personnel,  tax  analysts,  and  new 
business  personnel. 

- The  system  is  available  as  a processing  service  or  as  a software 
product  for  in-house  use. 

- There  are  currently  95  clients. 

Customer  Statement  Formatter  (CSF)  is  a PC  front-end  application 
residing  on  an  IBM  mainframe,  enabling  customers  to  quickly  design 
documents.  CSF  has  over  80  customers  in  the  U.S.,  Canada,  the 
U.K.,  France  and  Switzerland. 

The  EASE  Marketing  Solution  MCIF  System  combines  the  power  of 
a leading  MCIF  product  (the  TotalMarketer™,  from  OKRA 
Marketing  Corporation)  with  the  data  processing  expertise  of  M&I 
Data  Services  to  provide  a single,  PC-based  source  of  marketing- 
oriented  customer  information. 

- Key  customer  information  from  core  M&I  applications,  as  well  as 
non-M&I  processed  applications,  is  collected  into  an  integrated 
database  and  grouped  into  marketing  units  called  households. 
Customer  data  is  further  enhanced  with  geocodes,  gender  codes, 
demographics  and  lifestyle  codes  to  provide  a complete  picture  of 
customer  relationships. 

- This  information  can  be  used  to  develop  marketing  programs  that 
target  customers  most  likely  to  use  the  clients'  products. 
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Marketing 
and  Sales 


Clients 


PC-based  applications  available  from  M&I  include  the  following: 

• Salespartner  is  used  by  branch  personnel  to  integrate  platform  sales, 
new  accounts,  teller  transactions,  and  document  preparation. 
Salespartner  interfaces  with  M&I's  applications  available  via 
processing  services  and  with  its  software  product,  IBS.  There  are 
over  130  customers. 

• TrustDesk  links  desktop  computing  with  M&I's  mainframe-based 
Trust  System. 

• ExecuVision  is  a PC-based  management  information  tool.  Users 
can  perform  variance  analysis  for  budget  control,  track  key 
indicators  through  trend  analysis,  and  access  information  previously 
unavailable  or  difficult  to  obtain.  Customers  may  also  create  custom 
reports  and  use  self-defined  critical  success  factors.  Over  25 
customers  use  ExecuVision. 


M&I  markets  its  processing/systems  operations  services  through  a 
direct  sales  force.  Software  product  licensing  for  in-house  use  is 
marketed  in  the  U.S.  and  internationally  under  an  exclusive  agreement 
with  Software  Alliance  Corporation  (Berkeley,  CA). 

M&I  offers  outsourcing  solutions  for  every  type  and  size  of  financial 
institution. 


M&I  currently  has  over  500  clients. 

Current  systems  operations  clients/contracts  include  the  following: 

• American  Bancorporation  (St.  Paul,  MN):  eight-year  outsourcing 
contract 

• Pikeville  National  Corporation  (Pikeville,  KY):  eight-year  full- 
service  outsourcing  contract 

• Area  Bancshares  (Owensboro,  KY):  eight-year  full-service 
outsourcing  contract 

• ABC  Bancorp  (Moultrie,  GA):  ten-year  full-service  outsourcing 
contract 

• American  Trust  and  Savings  (Whiting,  IN):  eight-year  full-service 
outsourcing  contract 
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First  National  Bancorp  (Gainesville,  GA):  eight-year  outsourcing 
contract  plus  trust  processing 

One  Valley  Bancorp  (Charleston,  WV):  eight-year  outsourcing 
contract 

S & T Bancorp  (Indiana,  PA):  eight-year  full-service  outsourcing 
contract 

The  Pacific  Bank  (San  Francisco,  CA):  five-year  full-service 
outsourcing  contract 

Union  Bank  & Trust  Company  (Montgomery,  AL):  seven-year 
outsourcing  contract 


Major  competitors  include  Systematics,  FIserv,  and  Electronic  Data 
Systems. 
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COMPANY  PROFILE 


M&l  DATA  SERVICES,  INC.  Robert  L.  Seidell,  President 

770  North  Water  Street  Wholly  Owned  Subsidiary  of  Marshall  & 

Milwaukee,  Wl  53202  llsley  Corporation 

(414)357-2300  Total  Employees:  1,262  (12/88) 

Total  Noncaptive  Revenue,  Fiscal  Year  End 
12/31/88:  $86,600,000 


The  Company  M&I  Data  Services,  Inc.  (M&I)  provides  processing  services  and 

application  software  products  primarily  to  banks  and  thrifts.  M&I 
also  provides  processing  services  to  affiliates  of  its  parent, 

Marshall  & llsley  Corporation,  a diversified  interstate  bank 
holding  company  with  $6.8  billion  in  assets. 

• M&I  was  formed  in  1964  as  the  processing  services  arm  for 
Marshall  & llsley  correspondent  banks  in  the  state  of 
Wisconsin.  In  1982,  the  company  began  providing  processing 
services  to  financial  institutions  outside  of  Wisconsin. 

• In  1986,  M&I  officially  became  a wholly  owned  subsidiary  of 
Marshall  & llsley. 

M&I's  total  noncaptive  1988  revenue  reached  $86.6  million,  a 22% 
increase  over  1987  revenue  of  $70.7  million.  A three-year  revenue 
summary  follows: 

M&I  DATA  SERVICES,  INC. 

THREE-YEAR  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

1988 

1987 

1986 

Revenue 

• Percent  increase 

$86.6 

$70.7 

$58.2 

from  previous  year 

22% 

21% 

27% 

M&I's  management  attributes  revenue  increases  in  1988  to  a net 
increase  of  29  customers  for  its  processing  services,  extending  its 
presence  to  33  states  across  the  U.S. 
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M&I  has  made  the  following  acquisitions: 

• During  1988,  M&I  purchased  the  rights  to  Vboss,  a bank 
platform  software  system  for  NCR  5000  systems  developed  by 
Valley  Bancorporation  of  Appleton  (WI).  Vboss  forms  the 
basis  for  M&I’s  Salespartner  product. 

As  of  December  31,  1988,  M&I  had  1,262  employees.  The 

company  currently  has  approximately  1,210  employees. 

M&I  is  currently  organized  into  the  following  business  segments: 

• EDP  Management,  with  12  employees,  manages  the  operations 
of  the  other  business  groups. 

• The  Financial  Services  Group,  with  275  employees,  provides 
sales,  support,  and  service  to  over  400  financial  institutions  in 
33  states.  This  group  has  responsibility  for  sales  and  marketing, 
account  management,  product  management,  financial  services 
reporting,  corporate  cash  management  services,  and  consulting 
activities. 

• The  Information  Services  Group,  with  343  employees,  enhances 
and  supports  the  company's  technical  infrastructure. 
Responsibilities  include  computer  operations  and  various  M&I 
application  systems,  including  Deposit,  Loan,  Customer 
Information,  Teller/Platform,  Customer  Profitability,  Financial 
Control,  Corporate,  and  Compliance. 

• The  Operations  Services  Group,  with  353  employees,  provides 
operational  support  and  backroom  services  to  customers  and 
has  responsibility  for  banking  operations,  EFT  services,  and 
MICARD  bank  card  processing. 

• The  Software  Development  Group,  with  89  employees, 
develops  and  enhances  M&I's  Integrated  Banking  System 
software  product  and  provides  product  and  technical  support  to 
software  purchasers. 

• The  Trust  and  Administrative  Group,  with  138  employees, 
develops,  enhances,  and  supports  trust  software  and  services. 
This  group  also  manages  the  accounting,  administrative,  and 
personnel  functions  of  M&I. 

Software  Development  Corporation  (SDC)  is  a separate  Marshall 

& Ilsley  company  that  works  closely  with  M&I  in  providing 

software  products  to  financial  institutions.  SDC  was  acquired  by 
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Key  Products  and 
Services 


Marshall  & Ilsley  during  1987.  Its  revenues  are  reported 
separately  from  M&I. 

Major  competitors  include  Systematics,  Mellon,  and  Electronic 
Data  Systems. 


Approximately  75%  ($56  million)  of  M&I's  1988  noncaptive 
revenue  was  derived  from  processing  services.  The  remaining 
25%  ($19  million)  was  derived  from  application  software  product 
sales. 

M&I  provides  a range  of  processing  services  to  over  400  banks, 
savings  & loans,  and  savings  banks  with  assets  ranging  from  $2 
million  to  $13  billion. 

• At  the  end  of  1988,  M&I  had  more  than  14,000  terminals 

installed  in  700  locations  in  32  states  throughout  the  U.S. 

• Processing  services  are  available  via  the  following  delivery 

modes: 

- "Service  Bureau".  This  is  a traditional  remote  computing 
service  that  permits  financial  institutions  to  access  the  M&I 
Brown  Deer  Datacenter  for  the  applications  they  need. 

- "Wholesale  Service  Bureau".  This  service  is  similar  to  the 
traditional  service  bureau  offering,  except  the  financial 
institution  provides  front-line  customer  and  product  support 
instead  of  relying  solely  on  the  M&I  support  staff. 

- "Remote  Facilities  Management".  For  this  service,  the 
customer  elects  M&I  to  manage  data  processing  resources  at 
the  M&I  Brown  Deer  Datacenter  using  customized  software 
(both  M&I  and  third-party  products). 

- "Remote  Compute  Utility".  This  service,  introduced  in  1988, 
permits  customers  to  purchase  M&I  software  through 
Software  Alliance  Corporation.  M&I  provides  operations 
and  support  at  the  M&I  Brown  Deer  Datacenter  until  the 
client's  experience  level  and  hardware  configurations  permit 
processing  in-house. 

• Applications  available  include  the  following: 

- Customer  Information  System 

- Financial  Control  System 

- Deposit  System 
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- Loan  System 

- Customer  Profitability  System 

- MICARD  Services  for  bankcard  processing 

- MICASH  for  corporate  cash  management 

- MIPATH  for  electronic  funds  transfer 

- Teller/Platform  Systems 

- Custom  Statement  Formatter 

- Trust  management 

• M&I  also  offers  the  INFO  Center,  a series  of  products  used  by 
processing  clients  to  retrieve,  manipulate,  analyze,  and  present 
data,  and  bulk  filing  services. 

• During  1988,  M&I  introduced  Salespartner,  a microcomputer- 
based  product  used  by  branch  personnel  to  integrate  platform 
sales,  new  accounts,  teller  transactions,  and  document 
preparation.  Salespartner  interfaces  with  M&I's  applications 
available  via  processing  services  and  with  its  software  product, 
the  Integrated  Banking  System. 

M&I  application  software  products  include  the  following: 

• The  M&I  Integrated  Banking  System  (IBS),  introduced  in  1980, 
offers  an  integrated  on-line,  real-time  financial  processing 
software  network  and  is  designed  for  financial  institutions  in  a 
multibank,  multibranch  environment. 

- The  software  is  available  for  IBM  and  compatible 
mainframes  through  an  exclusive  marketing  agreement  with 
Software  Alliance  Corporation  of  Berkeley  (CA). 

- IBS  applications  include: 

• Integrated  Deposits  (Demand,  Savings,  and  Time) 

• Integrated  Loans  (Commercial,  Consumer,  and 
Mortgage) 

• Customer  Information  System,  which  also 
supports  relationship  management  and 
profitability  measurement 

• Teller  Terminal  Support  Systems 

- There  are  currently  42  IBS  clients,  including  five  of  the  top 
ten  U.S.  financial  institutions.  Clients  include  Chase 
Manhattan,  Security  Pacific,  Bank  of  America,  First  Interest, 
and  Bankers  Trust. 

• The  M&I  Trust  System  is  a trust  management  system  that 
provides  in-depth  reporting  required  by  trust  management, 
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administrators,  portfolio  managers,  operations  personnel,  tax 
analysts,  and  new  business  personnel. 

- The  system  runs  on  IBM  and  compatible  mainframes  and  is 
available  as  a processing  service  or  as  a software  product  for 
in-house  use. 

- There  are  currently  75  processing  clients  and  one  software 
client. 

Software  Development  Corporation's  TOTALOAN  product  is  a 
modular  system  that  supports  loan  tracking,  document 
preparation,  secondary  marketing,  mortgage  servicing,  and 
construction  loans.  TOTALOAN  is  available  for  IBM  and 
compatible  mainframes  and  microcomputers.  There  are  currently 
70  clients. 

Industry  Markets 

Approximately  70%  of  M&I's  1988  revenue  was  derived  from 
banks,  25%  from  thrifts,  and  5%  from  non-bank  clients. 

Geographic 

Markets 

Approximately  95%  of  M&I's  1988  revenue  was  derived  from  the 
U.S.  and  5%  from  international  sources. 

M&I's  processing  clients  are  located  in  33  states  across  the  U.S. 

M&I  has  offices  in  Milwaukee,  Madison,  Green  Bay,  and  Wausau 
(WI);  Elk  Grove  Village,  Moline,  and  Springfield  (IL);  and  Tempe 
(AZ). 

M&I's  software  clients  are  located  in  the  U.S.,  Canada,  and 
Australia. 

Computer 

Hardware 

M&I's  Brown  Deer  Datacenter  has  the  following  computers 
installed  in  support  of  its  processing  services: 

• 1 IBM  3090-400 

• 1 IBM  3090-600 

c 

t 

August  1989 

Copyright  1989  by  INPUT.  Reproduction  Prohibited.  Page  5 Of  5 

o 


9 


COMPANY  BRIEF 


Primary  Industry-Specific  Industry:  Banking  and  Finance 


M&l  Data  Services 

770  N.  Water  Street 
Milwaukee,  Wl  53202 
(414) 357-2300 

CEO:  Dennis  J.  Kuester,  President 

Wholly  Owned  Subsidiary  of:  Marshall  & llsley  (as  of  1986) 

Employees:  950  (11/86) 

Revenue  (FYE  12/31/86):  $70,000,000* 

Noncaptive  Revenue:  $60,000,000* 


The  Company:  M&l  Data  Services  provides  processing  services  and  application 
software  products  to  the  banking  industry 

Sources  of  Revenue: 

Processing  Services  (70%)* 

Application  Software  Products  (30%)* 

Key  Products  and  Services: 

Processing  Services  (Utilizes  IBM  mainframes  and  minicomputers) 

• M&l  Data  Services  provides  all  types  of  processing  services  used  by  banks  in 
the  range  of  $100  million  to  $5  billion  in  assets,  including  deposit,  loan,  credit 
card,  and  ATM  processing  services 

Application  Software  (Utilizes  IBM  mainframes  and  minicomputers) 

• The  applications  offered  to  banks  by  M&l  Data  Services  through  its  processing 
services  is  also  available  as  software  products 

Target  Industries: 

Banks  (1 00%) 

Geographic  Markets: 

- U.S.  (95%) 

- Non-U. S.  (5%) 

Other: 

- Prior  to  becoming  a wholly  owned  subsidiary  of  Marshall  & llsley  in  1986,  M&l 
Data  Services  provided  the  same  services  to  Marshall  & llsley  and  other  banks 
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COMPANY  BRIEF 


Primary  Industry-Specific  Market:  Manufacturing 


MIDEC,  Inc. 

267  Kappa  Drive 
Pittsburgh,  PA  15238 
(412)  963-601  I 

CEO:  Thomas  P.  Styslinger,  President 
Private  Company 
Founded:  1977 

Employees:  55  (6/86) 

Revenue  (FYE  12/31/85):  $2-5  million 


The  Company:  Provides  software  and  services  for  Computer  Integrated  Manufac- 
turing (CIM)  applications 

Sources  of  Revenue: 

Software  (70%) 

Professional  Services  (30%) 

Key  Products  and  Services: 

- Application  Software  (Utilizes  Tandem,  IBM  43XX  and  308X  hardware) 

• MIDEC  ION-M 

Professional  Services 

• Consulting 

• Software  support 

Target  Industries: 

Discrete  Manufacturing  (80%) 

Process  Manufacturing  (20%) 

Geographic  Markets: 

- U.S.  and  Non-U. S. 

- Sales  Offices:  Pittsburgh,  Philadelphia,  Huntington  Beach  (CA) 

Significant  Events: 

- Signed  joint  marketing  agreement  with  Safe  Computing  (Birmingham,  U.K.); 
agreement  expires  in  November  1986 


October  I 986 


©1986  by  INPUT.  Reproduction  Prohibited. 


INPUT 


9 


9 


COMPANY  HIGHLIGHT 


GfOJUi  MckU 


MID-CONTINENT  COMPUTER  SERVICES,  INC. 
5850  South  Ulster  Parkway 
Englewood,  CO  80110 
(303)  771-9000 


Peter  C.  Lee,  President 
Wholly  owned  subsidiary  of 
MCA  Financial,  a subsidiary 
of  MCA,  Inc. 

Total  employees:  72 

Total  revenues,  fiscal  year 
end  12/31/76:  $3,000,000* * 


THE  COMPANY 

• Mid-Continent  Computer  Services,  Inc.  (MCCS)  was  founded  in  1970  by 
MCA,  Inc.  and  Peter  C.  Lee  to  provide  data  processing  services  to 
savings  and  loan  associations.  MCA  Financial,  its  parent,  is  a 
holding  company  and  wholly-owned  subsidiary  of  MCA,  Inc.  (Music 
Corporation  of  America,  Inc.)  of  Universal  City,  California. 

• The  company  now  offers  on-line  data  processing  services  to  more 
than  100  thrift  institutions  in  12  states.  Its  clients  have 
combined  assets  of  over  $6.5  billion. 

• With  some  exceptions,  such  as  NCR  and  Electronic  Data  Systems,  most 
MCCS  competitors  are  regionally  based.  These  regional  processors 
include  Total  Systems  (TX) ; Midland  Computer  Services  (MN) ; and 
GESCO,  Dataline,  and  Metropolital  Computer  Services  (CA) . 

• Management  intends  to  use  acquisition  as  a means  to  growth.  It  is 
currently  discussing  several  acquisition  possibilities  as  well  as 
building  new  data  centers  in  an  effort  to  expand  its  geographic 
markets. 


KEY  PRODUCTS  AND  SERVICES 

• All  MCCS  revenues  in  1976  were  from  the  sale  of  on-line  data  processing 
services  to  savings  and  loan  associations  and  mutual  savings  banks. 

In  the  past,  the  company  has  also  derived  revenues  from  the  sale  of 
its  processing  software  and  professional  services. 

The  software  is  now  only  available  overseas  and  to  non-competitors. 
In  the  past,  MCCS  sold  its  software  to  its  competition  - with 
negative  impact  for  MCCS. 

Professional  services,  once  25%  of  total  revenues,  are  now  offered 
only  in  conjunction  with  MCCS  services. 

- All  MCCS  services  are  customized  to  meet  individual  customer 
requirements. 
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COMPANY  HIGHLIGHT/MID-CONTINENT  COMPUTER  SERVICES,  INC. 


• MCCS  services  include: 

- Central  Information  File  with  inquiry  by  name 

- Savings 

. Regular  passbook 
. Statement 

. Certificates  of  Deposit 

. Clubs  and  other  special  accounts 

. On-line  penalty  calculation  for  withdrawals 

. On-line  closing  interest  calculation 

. Variable  rate/variable  term  instruments 
. IRA  and  KEOGH  reporting 
. Maturity  notices 

. Direct  deposit  of  government  checks 
. Bonus  accounts 
. Transfer  of  earnings 
. On-line  history 

- Loans 

. Mortgage 

. Construction 

. Installment 

. Consumer 

. Share 

J 

. Loans-in  Process  accounts 
. Loan  document  preparation 
. On-line  loan  payoffs 
. Participation  and  serviced  loans 
. Home  improvement 
. Loan  commitment  system 

. On-line  history 

Escrow 

. Optional  capitalization 
. On-line  system 

- 24-hour  on-line  remote  and  automated  teller  machine 
NOW  accounts 

General  ledger 

- Dealer  reporting 

- Bill-paying  system 

- Mobile  homes 
Simple  interest 

- Add-on/Rule  of  78s 

- Automated  paperless  draft  system 

- Combined  statements 

- Pay-by-Phone  capability  will  be  offered  when  MCCS's  new 
data  centers  in  the  far  west  become  operational. 
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APPLICATIONS  Specialty 
INDUSTRY  MARKETS  Thrift 


GEOGRAPHIC  MARKETS 


MCCS  processing  customers  are  primarily  located  west  of  the 
Mississippi  river.  Its  software  has  been  installed  in  Brazil  in 
the  past. 

The  company  has  customers  in  Montana,  Idaho,  Wyoming,  Arizona, 
Colorado,  New  Mexico,  Texas,  Kansas,  North  Dakota,  South  Dakota, 
Nebraska,  and  Oklahoma. 

Current  data  centers  are  located  in  Denver  and  Wichita.  New 
centers  in  Arizona,  California^  and  the  Pacific  Northwest  are  scheduled 
to  be  opened  soon.  They  will  offer  the  Pay-by-Phone  services. 


COMPUTER  HARDWARE  AND  SOFTWARE 


• The  company  uses  the  following  DEC  and  Burroughs  equipment  in  its 
computer  centers: 

1 Burroughs  B4700-Tucson 

2 Burroughs  B4700-Denver 

- 1 Burroughs  B3700-Wichita 

6 DEC  PDP-ll/40s  used  as  front  end  processors  and 

24  hour  teller  processing  units. 

• The  network  is  composed  of  leased  lines.  It  supports  Burroughs  TC700 
and  TU1800  teller  terminals,  Bunker  Ramo  2001,  Incoterm  CRT  series, 
NCR's  new  financial  modular  terminal  system,  Olivetti  teller  terminals, 
Data  Saab  teller  terminals,  and  TRW  405  Controllers  with  related 
teller  units.  MCCS  plans  to  offer  IBM  3600  teller  terminal 
compatibility  in  the  near  future. 
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MIDSTATE  COMPUTING  SERVICES, 
INC. 

P.O.Box  1459 
Harrisburg,  PA  17105 
(717)  238-1761 


J.  Douglass  Berry,  President 
Wholly  owned  subsidiary  of  Gannett 
Fleming  Corddry  and  Carpenter, 
Inc. 

Total  employees:  95 

Total  revenues,  fiscal  year  end 

12/31/77:  $3,000,000* 


THE  COMPANY 

• Midstate  Computing  Services  (Midstate)  was  started  in  1955  as  a data 
processing  group  in  one  of  the  operating  divisions  of  Gannett  Fleming  Corddry 
and  Carpenter,  Inc.  (Gannett).  It  later  expanded  into  a separate  division  and 
in  1973  was  incorporated  as  a wholly  owned  subsidiary  of  its  parent**. 
Gannett,  one  of  the  larger  consulting  engineering  firms  in  the  U.S.,  has 
approximately  900  employees  and  25  offices  located  throughout  the  Americas 
and  Africa. 

• Midstate  is  divided  into  three  operating  groups  which  provide  reprographic, 
word  processing,  and  computer  processing  services  to  a total  of  300-500  users. 

• Management  expects  Midstate  revenues  to  increase  30%  between  1977  and 
1980  as  a result  of  expanding  business  lines,  particularly  in  the  computing  and 
reprographic  groups. 

• There  is  no  marketing  staff.  All  sales  are  gained  through  referrals. 


KEY  PRODUCTS  AND  SERVICES 

• Midstate  is  composed  of  three  operating  groups;  only  one  provides  computer- 
based  services: 

The  Reprographic  Group  services  include  engineering  reproductions, 
printing,  quick-copy,  camera  work,  black  line  prints,  and  contact  prints. 
This  group  contributes  about  40%  of  total  Midstate  revenues  of  which 
approximately  75%  derive  from  Gannett. 


* INPUT  estimate 

**  It  has  always  been  owned  by  Gannett.  Contrary  to  INPUT'S  statement  in  the  June 
1976  CAMP  Highlight,  there  have  never  been  acquisition  discussions  between 
Midstate  and  Anacomp. 
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The  Word  Processing  Group  produces  5%  of  total  Midstate  revenues 
(approximately  90%  come  from  Gannett).  Its  services  include:  off-line 
text  editing;  phototypesetting;  correspondence  preparation;  as  well  as 
preparation  of  reports,  advertisements,  catalogues,  handbooks,  and 
brochures.  The  group  also  produces  artwork,  sketches,  and  paste-ups. 
The  Computing  Group  generates  nearly  55%  of  total  Midstate  revenues 
(15%  from  Gannett).  It  provides  its  approximately  100  users  with 
processing  and  professional  services.  The  remainder  of  this  report  will 
focus  on  the  Computing  Group  in  Midstate. 

• Approximately  90%  of  total  Midstate  computing  revenues  are  generated  by 
processing  services.  Remaining  revenues  come  from  professional  (software) 
services.  Processing  revenues  have  increased  slightly  from  88%  of  the  total  in 
fiscal  1976.  They  are  expected  to  remain  at  90%  of  the  total  throughout  fiscal 
1978. 


Approximately  65%  of  revenues  derive  from  batch  processing  and  25% 
from  interactive  and  remote  batch  processing. 

Approximately  10%  of  revenues  come  from  contract  programming 
which  is  often,  but  not  always,  provided  in  conjunction  with  processing 
services. 

• Approximately  40%  of  Midstate's  processing  revenues  are  derived  from 
specialty  services  for  the  manufacturing  industry,  35%  from  scientific  and 
engineering  services,  25%  from  general  business,  and  1%  from  utility  services 
(including  raw  time  sales).  Midstate  offers  all  these  services  in  batch,  remote 
batch,  and  interactive  modes  of  operation: 

The  manufacturing  services  include  custom  software  and  processing. 
Scientific  and  engineering  services  include  regression  analysis;  linear 
coefficient  determination;  electrical  circuit  analysis;  structural  engi- 
neering calculations  and  analysis;  hydraulic  flow;  heating,  ventilating 
and  air  conditioning  calculations;  and  other  mathematical  equation  or 
table  look-up  types  of  applications. 

General  business  services  include  general  ledger  and  payroll  as  well  as 
data  entry. 

INDUSTRY  MARKETS  Midstate's  industry  markets,  although  diversified,  have  re- 
mained fairly  constant  with  the  manufacturing  and  services  industries  producing  the 
bulk  of  revenues,  as  shown  below: 
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INDUSTRY 

1976 

1977 

1978 

Manufacturing  - discrete 

30% 

35% 

35% 

Services 

50 

40 

35 

Government  - state  & local 

10 

10 

10 

Distribution  - wholesale 

5 

5 

5 

Medical  and  Hospital 

5 

5 

5 

Insurance 

0 

5 

10 

100% 

100% 

100% 

GEOGRAPHIC  MARKETS  Midstate's  clients  are  primarily  located  in  the  Eastern  half 
of  the  U.S.  Although  the  company  only  has  offices  in  Harrisburg,  PA,  it  services 
Gannett  engineering  offices  located  throughout  the  Americas  and  Africa. 


COMPUTER  HARDWARE  AND  SOFTWARE 


Midstate's  computing  group  uses  the  following  equipment  in  providing  its 
services: 


Mainframes: 

Front  End: 

Disk  Drives: 
Tape  Drives: 
Line  Printers: 
Terminal  s: 


I IBM  360/50  running  under  DOS/ OS 
I IBM  360/40  running  under  DOS/OS 
I IBM  2701  used  for  interactive  services 

1 Memorex  1270  used  for  interactive  services 
ITEL  7830 

3420 

2 IBM  1403 

AT&T  Data  Speed  40  CRT 
IBM  2741  teleprinters 
IBM  3767  teleprinters 
IBM  System  7 
IBM  6610  Mag  Card 
IBM  3780 


• The  computer  center  also  utilizes  the  Westinghouse  Disk  Utility  System  for 
back-up  file  manipulation  and  GRASP. 

• Approximately  25  equivalent  CRT  and  teleprinter  terminals  are  installed  at 
user  sites  for  communications  with  the  central  processor. 

• The  Word  Processing  and  Reprographic  groups  also  have  a variety  of  text 
editing,  phototypesetting,  plotting,  camera,  and  printing  equipment.  However, 
these  are  neither  interactive  nor  linked  to  the  company's  computer  center. 
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MIDSTATE  COMPUTING  SERVICES,  INC. 
P.O.  Box  1459 
Harrisburg,  PA  17105 
(717)  238-1761 


J.  Douglas  Berry,  President 
Wholly  owned  subsidiary  of 
Gannett  Fleming  Corddry  and 
Carpenter,  Inc.,  Engineers 


Total  Company  and  Computer  Services  Sales 
as  of  FY  ending  12/75:  $1,700,000  E* 


NUMBER  OF  EMPLOYEES  engaged  in  computer  services:  75 

KEY  PRODUCTS/SERVICES:  Midstate  Computing  is  mostly  a batch  service 

bureau,  with  batch  services  representing  60%  of  sales.  Remote 
computing  and  software  products  account  for  20%  of  sales  each. 

APPLICATIONS : Half  the  services  offered  are  general  business. 

Data  base  applications  represent  30%  of  sales  and  scientific 
calculations  account  for  the  remaining  20% 

General  business  applications  include  accounts  receivable  and  billing, 
general  ledger,  inventory,  labor  distributions  and  sales  analysis. 

INDUSTRY  MARKETS:  Retail  and  wholesale  distribution  firms  dominate 

the  customers  base,  as  shown  by  this  distribution  of  sales  by 
industry: 


GEOGRAPHIC  MARKETS:  Users  are  concentrated  entirely  in  the  North- 

eastern region  of  the  U.S.,  mostly  around  the  Harrisburg,  Pennsylvania 
area.  No  branch  offices  exist  outside  of  Harrisburg. 

COMPUTER  HARDWARE  AND  SOFTWARE:  Midstate  uses  the  following  IBM 

computer  equipment: 


Retail  and  Wholesale  Distribution 

Manufacturing 

Transportation 

Utilities 

Education 

Medical/Hospital 

Total 


50% 

20% 

10% 

10% 

5% 

5% 

100% 


1 

1 


IBM 

IBM 


360/50 

360/40 


DOS  and  OS 
DOS  and  OS 


*E-  sales  estimated  by  INPUT. 
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OVERALL  ASSESSMENT  AND  TRENDS:  The  parent 
is  also  privately  held,  and  has  a total  of 
accounts  for  30%  of  Midstate  sales.  Sales 


nts 

30%  b?n981L 


company,  Gannett  Fleming, 
1100  employees.  It 
are  expected  to  increase 


Midstate  was  established  in  1973  but  was  previously 

1958.  Cur^eft+:i-y--7teatrc7mp--i^--ne^trrat-ing^  to 


part  of  the  parent  since  1958.  Curureirtly-Anacomp---is  negotiating  to  . ^ 

a«piire— Mid-state— Company-.-  — M.udujue.^’f  ^ixy0. 

Top  management,  in  addition  to  Mr.  Berry,  include: 


J.  R.  Dietz, 

Chairman,  Treasurer 

W.  C.  Ehresman, 

Vice  President 

H.  B.  Gerber, 

Secretary 

G.  Speck, 

Controller 
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Milkyway 


September  1996 

Networks  Corporation 


President  & CEO:  Hung  Vu 

4655  Old  Ironsides  Drive 
Suite  490 

Santa  Clara,  CA  95054 
Phone:  (408)  566-0800 

Fax:  (408)  566-0810 

Internet:  http://www.milkyway.com 


MILKYWAY 


N ETW0  RKS 


Status:  Public  (Toronto  Stock  Exchange) 

Employees:  70  (9/96) 

Revenue:  $4,300,000 

Fiscal  Year  End:  4/30/96 


Company  Description 

Milkyway  Networks  Corporation,  founded  in 
1994,  develops,  sells,  and  supports  proprietary 
network  security  solutions  for  organizational 
computer  networks  connected  to  the  Internet, 
or  that  use  Internet  tools  and  applications  for 
intranet  communication  solutions. 


• Prior  to  1995,  Milkyway  Networks  was 
subject  to  contractual  licensing  restraints 
that  restricted  the  sale  of  Black  Hole  outside 
of  Canada. 

• Since  November  1995,  the  company  has 
established  a sales  presence  in  the  U.S.  and 
has  pursued  the  development  of  reseller  and 
distributor  relationships  within  the  U.S. 

Organization  and  Structure 

Milkyway  Networks  is  headquartered  in 

Ottawa  (Ontario,  Canada). 


The  company’s  primary  product  is  the  Black 
Hole  application-level  firewall.  Since  its 
introduction  in  May  1994,  Black  Hole  has 
captured  a dominant  position  in  the  Canadian 
firewall  market. 


• The  company  operates  in  the  U.S.  through 
its  wholly-owned  subsidiary,  Milkyway 
Networks,  Inc.,  based  in  Santa  Clara  (CA). 
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• Milkyway  Networks  maintains  additional 
North  American  offices  in  North  York 
(Ontario),  Vancouver  (BC),  Portsmouth 
(NH),  Dobbs  Ferry  (NY),  Houston  (TX), 
Chicago  (IL),  and  Arlington  (VA). 

Key  executives  appear  in  the  exhibit  below: 


Milkyway  Networks  Corporation 
Key  Executives 


Name 

Title 

Hung  Vu 

President  & CEO 

Peter  Rose 

VP  Finance 

Roberto  Medrano 

VP  Worldwide  Marketing  & 
Business  Development 

David  Cross 

VP  Sales 

Cuong  Nguyen 

VP  Engineering 

Bernie  Vierich 

VP  Customer  Service 

Company  Strategy 

Milkyway  Networks’  objective  is  to  be  a world 
leading  supplier  of  network  security  solutions 
for  users  with  medium  to  high-level  security 
needs. 

The  company’s  strategy  involves  the  following 
components: 

• Accelerating  Black  Hole  market  penetration 
by  expanding  its  sales  and  marketing 
efforts,  both  through  an  increase  in  its  sales 
force  and  through  the  pursuit  of  strategic 
distribution  and  reseller  relationships 

• Providing  “high  level”  security  solutions 

• Maintaining  technology  leadership  and 
security  assurance  by  making  significant 
investments  in  research  and  development, 
acquiring  compatible  technologies  and 
businesses,  and  through  the  pursuit  of 
strategic  alliances  with  providers  of  core 
technologies 


Financials 

Milkyway  Networks’s  fiscal  1996  revenue  was 
approximately  $4.3  million,  compared  to 
revenue  of  $760,000  in  fiscal  1995.  Net 
income  was  approximately  $188,000  in  fiscal 
1996,  compared  to  1995  income  of  $223,000,  a 
16%  decrease. 

In  July  1996,  the  company  completed  an 
initial  public  offering  of  2.5  million  shares  of 
its  common  stock,  generating  approximately 
$30  million  for  the  company. 

Market  Financials 

Milkyway  Networks  targets  Fortune  500 
companies,  telecommunications  providers, 
financial  services  providers,  large  technology 
companies,  utility  suppliers,  educational 
institutions,  and  governmental  organizations. 

Geographic  Markets 

In  fiscal  1996,  Canadian  sales  accounted  for 
64%  of  revenue  while  the  Asia/Pacific  region 
represented  21%,  the  U.S.  12%,  and  Europe 
3%. 

In  fiscal  1995,  100%  of  revenue  was  generated 
in  Canada. 

Employees 

On  April  30,  1996,  Milkyway  Networks  had  57 
full-time  employees,  segmented  as  follows: 


Sales  and  marketing 21 

Research  and  development 17 

Customer  service 9 

Finance  and  administration 10 

57 


The  company  currently  has  70  employees. 
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Key  Products  and  Services 

Black  Hole  3. 0 

Black  Hole  is  Milkyway  Networks’  flagship 
product.  It  is  a second-generation  application- 
level  Internet  and  intranet  firewall. 

Version  3.0  is  the  first  Internet  firewall  to 
support  Virtual  Private  Networking  (VPN) 
using  a Public  Key  Infrastructure  (PKI)  that 
is  deployed  on  the  Internet  today. 

Black  Hole  3.0  VPN  is  also  Entrust  aware. 
Entrust  is  encryption  and  certificate 
management  technology  from  the  secure 
networks  division  of  Northern  Telecom.  Being 
Entrust  aware  allows  Black  Hole  VPN  to 
communicate  with  existing  Certificate 
Authorities  on  the  Internet,  eliminating  the 
need  for  key  distribution. 

Black  Hole  3.0  also  offers  integrated,  secure 
support  for  Progressive  Networks’  RealAudio 
2.0  proxy. 

Priced  from  $3,000  to  $20,500,  Black  Hole  3.0 
runs  on  Intel-based  PCs  or  UNIX-based 
SPARC  processors. 

Products  Under  Development 
Milkyway  Networks  has  also  announced 
products  under  development  that  are 
scheduled  for  future  release.  The  products 
include  the  following: 

Red  Shift  Security  Auditor — Scheduled  for 
release  in  fall  1996,  Red  Shift  is  designed  as  a 
tool  that  systems  administrators  can  use  to 
identify  and  recommend  a solution  for 
security  holes  in  their  networks. 

• Red  Shift  operates  from  one  computer,  and 
is  designed  to  conduct  a risk  assessment  of  a 
specific  network  or  host  on  a continuous 
basis,  24  hours  a day. 


• Red  Shift  evaluation  includes  a continuous 
review  of  firewall  installations,  packet 
filtering  or  application  level,  and  is  capable 
of  triggering  alarms  to  notify  systems 
administrators  of  detected  weaknesses. 

• Red  Shift  may  also  be  placed  outside  a 
network  to  permit  systems  administrators 
or  external  risk  assessment  personnel  to 
audit  access  security  into  a network. 

Charon  Secure  Remote  Access — Expected  to  be 
released  in  fall  1996,  the  Charon  secure 
personal  computer  access  product  will  allow 
remote  users  encrypted  access  to  an 
organization’s  servers  located  within  a private 
network  and  protected  by  a firewall.  Charon 
will  also  allow  a user  on  an  intranet  to 
encrypted  access  to  the  sensitive  servers 
located  behind  an  intranet  firewall. 

Clients 

Milkyway’s  clients  include  the  following 
companies: 

• U.S. — Andersen  Consulting,  Loral  Space, 
MasterCard,  and  Westinghouse 

• Canada — Alberta  Natural  Gas,  Cognos, 
Corel,  Hummingbird,  (Star,  Mitel,  Ontario 
Hydro,  Quebec  Telephone,  Revenue  Canada 
Transport  Canada,  and  Pratt  and  Whitney 

• Other  international — NTT,  Ricoh,  Toshiba, 
and  Fujitsu  in  Japan;  Derdict  Bank  and 
ASKL  Bank  in  Belgium;  and  Samsung  in 
Korea 

Marketing  and  Sales 

Milkyway  Networks  conducts  targeted 
marketing  programs,  including  public 
relations  activities  with  respect  to  both 
product  initiatives  and  corporate  profiles, 
direct  mail  campaigns,  telemarketing, 
participation  in  trade  shows,  seminars,  and 
advertising. 
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The  company  recently  initiated  a Premier 
Partner  channel  marketing  program  to 
augment  the  traditional  distribution  channel 
with  delivery  mechanisms  to  provide  on-site 
security  consultation,  risk  analysis, 
installation,  and  technical  support. 

Milkyway  has  a direct  sales  force  to  market 
its  products  to  large  organizations  (including 
Fortune  500  companies,  educational 
institutions,  and  governments)  and  to  create 
and  sustain  distributor  and  reseller 
relationships. 

In  North  America,  the  company  has 
established  reseller  and  distributor 
relationships  with  various  vendors,  including 
Sidus  Systems,  Ameridata  Global  Canada, 
iStar  Internet,  DigiDyne,  Nuvo  Network 
Management,  and  Advantis  Canada.  In 
Europe,  Milkyway  has  reseller  relationships 
with  Amdahl  Belgium  and  Proventum.  In  the 
Asia/Pacific  region,  the  company  has 
concluded  a reseller  arrangement  with 
Macnica  and  has  a worldwide  OEM 
arrangement  with  Samsung  Electronics,  with 
exclusive  rights  for  South  Korea. 

Alliances 

Milkyway  Networks  has  a variety  of  content 
and  distribution  alliances  to  promote  and  sell 
its  products.  These  include  the  following: 

• Macnica,  Inc.,  a Japanese  electronic  and 
networking  systems  distributor,  and 
Milkyway  Networks  have  a partnership  to 
provide  internetworking  solutions  in  Japan. 

• NETCOM  On-Line  Communication 
Services,  Inc.  resells  Milkyway’s  Black  Hole 
firewall  as  part  of  a suite  of  customized 
security  solutions.  The  agreement  also 
provides  Milkyway  Networks  with  access  to 
NETCOM  business  customers. 


• Lande  Group,  AVCOM,  Racal-Datacom, 

WIN  Laboratories,  and  Secure  Distribution 
are  all  members  of  Milkyway’s  Premier 
Partner  resellers  program. 

Competition 

Milkyway  Networks’  access  control  products 
compete  with  offerings  from  America  Online’s 
Advanced  Network  and  Services  subsidiary, 
Checkpoint  Software  Technologies,  Raptor 
Systems,  Secure  Computing,  Trusted 
Information  Systems,  Morningstar 
Technologies,  Network  Systems,  Bellcore, 
V-One,  and  CyberGuard  Corporation. 

Milkyway  also  plans  to  develop  and  launch 
transaction  control  security  products  in  the 
future.  These  products  will  compete  with 
offerings  from  Open  Market,  Netscape, 
CyberCash,  Digicash,  and  Net  Cheque. 

INPUT  Assessment 

Milkyway  Networks’  strengths  include: 

• A strong  international  presence  in  the 
rapidly  growing  firewall  market 

• Partnership  with  NETCOM 

• Black  Hole  3.0  VPN  support  with  strong  key 
management 

• UDP  as  well  as  TCP  support 

• Largest  number  of  proxies  supported 

Challenges  for  the  future  include  the 
following: 

• Strong  competition  from  a variety  of  vendors 

• Releasing — and  gaining  user  acceptance  of — 
Red  Shift  and  Charon 

• Continuing  improvement  of  Black  Hole 
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MIROR  TELEPHONY 
SOFTWARE,  INC. 

3402  St.  Vardell  Lane 
Charlotte,  NC  28217 
(704)  525-9870 


Paul  Chou,  President 
Private  Company 
Total  Employees:  68 
Total  Revenue,  Fiscal  Year  End 
12/31/89:  $4,000,000 


The  Company  Miror  Telephony  Software,  Inc.,  founded  in  1982,  provides 

applications  software  products  and  associated  support  services  to 
telephone  companies. 

Miror's  1989  revenue  reached  an  estimated  $4  million,  an  111% 
increase  over  1988  revenue  of  $1.9  million.  A three-year  revenue 
summary  follows: 

MIROR  TELEPHONY  SOFTWARE,  INC. 

THREE-YEAR  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

1989 

1988 

1987 

Revenue 

• Percent  increase 

$4.0 

$1.9 

$1.7 

from  previous  year 

111% 

12% 

N/A 

Key  Products  and  One  hundred  percent  of  Miror's  1989  revenue  was  derived  from 
Services  applications  software  and  associated  support  services. 

The  company's  principal  product  family  is  the  Access  Network 
Management  System,  which  includes  a series  of  products  to  assist 
in  telephone  company  operations  management. 

• The  products  run  on  DEC,  Texas  Instruments,  Motorola, 
Honeywell,  and  IBM  RT  systems. 

• Miror  has  approximately  20  to  25  telephone  company  clients. 
The  company's  software  is  currently  supporting  over  2 million 
access  lines  in  operation. 
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Industry  Markets 


Geographic 

Markets 


One  hundred  percent  of  Miror's  revenue  is  derived  from 
telephone  companies.  Miror  target  clients  include  independent 
telephone  companies,  rather  than  the  Regional  Bell  Operating 
Companies. 


One  hundred  percent  of  Miror's  revenue  is  derived  from  the 
continental  U.S. 

The  company  is  investigating  opportunities  in  Alaska,  Puerto  Rico, 
and  the  Far  East. 
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MITROL  INCORPORATED 

800  W.  Cummings  Park 
Woburn,  MA  01801 
(617) 933-9545 


Samuel  Stein,  President  & CEO 
Private  Company 
Total  Employees:  150 
Total  Revenue,  Fiscal  Year  End: 
12/31/86:  $9  Mil  lion* 


THE  COMPANY 

• Mitrol  Incorporated  was  founded  in  1970  by  a group  of  researchers  from  MIT. 
Mitrol  continues  to  provide  fourth  generation  language  software  products  and 
consulting  and  custom  software  development  professional  services. 

• As  of  December  1986  Mitrol  had  150  employees  worldwide.  Approximately  65 
employees  are  based  in  the  U.S. 

KEY  PRODUCTS  AND  SERVICES 

• Approximately  60%  of  Mitrol's  1986  revenue  was  derived  from  application 
software  and  30%  from  systems  software.  The  remaining  10%  was  derived 
from  professional  services. 

• MITROL,  the  company's  fourth  generation  language  and  data  base  manage- 
ment system  was  originally  introduced  as  MIMS  and  formerly  marketed  by 
General  Electric  Information  Services  Company  (GEISCO). 


MITROL  Data  Dictionary,  part  of  the  MITROL  system,  includes  a data 
dictionary  and  data  definition  language. 

MITROL  Report  Generation,  part  of  the  MITROL  system,  is  a report 
generator. 

Other  fourth  generation  language  systems  offered  include  the 
fol  lowing: 

. MITROL-PREP,  a systems  implementation  methodoloqy  for 
MITROL. 

. MITROL-ADF,  an  application  development  facility. 

. MITROL-COPS  utility  software. 

. MITROL-MICRO,  a microcomputer  and  mainframe  fourth 

generation  language. 


*Company  estimate 


I of  3 

March  1987 


©1987  by  INPUT.  Reproduction  Prohibited. 


INPUT 


MITROL  INCORPORATED 


Fourth  generation  language  application  software  products  available 
include  the  following: 

. MITROL-PMS,  a project  management  system. 

. MITROL-MFG,  a manufacturing  system. 

. MITROL-A/D,  an  aerospace/defense  system. 

. MITROL-ACC,  an  accounting  system. 

. MITROL-SFS,  a commercial  banking  system. 

Mitrol's  products  operate  on  IBM  30XX,  4300,  9370  series,  PC/AT  and 
compatible  computers  running  under  OS/MVS,  VM/CMS,  or  MVS/XA 
operating  systems. 

Customers  include  Kodak  Corporation,  Lockheed  Corporation,  G.  D. 
Searle  Corporation,  Fairchild  Communications  and  Electronics,  Hughes 
Corporation,  U.S.  Navy,  General  Electric,  and  TRW  Corporation. 

• Professional  services  custom  software  development  and  consulting  services 
specialty  areas  include  fourth  generation  language  business  systems  and 
applications  assistance  for  large  systems. 

• Mitrol  also  offers  its  application  software  as  a remote  computing  service  on 
the  IBM  Information  Network. 

INDUSTRY  MARKETS 

• Mitrol  derives  revenue  from  a variety  of  industry  sectors  including  retail  and 
wholesale  distribution,  insurance,  banking  and  finance,  government 
contracting,  aerospace,  and  health  care. 

GEOGRAPHIC  MARKETS 

• Approximately  50%  of  1986  revenue  was  derived  from  the  U.S.  The  remaining 
50%  was  derived  from  other  countries  worldwide. 

• Mitrol  is  in  partnership  with  Teamco  Systems  Innovation  for  the  marketing, 
sales,  and  servicing  of  its  products.  Mitrol  also  uses  other  companies  to 
distribute  its  products  in  certain  countries. 

Mitrol  maintains  offices  in  Woburn  (MA),  Chicago,  Los  Angeles, 
Saddlebrook  (NJ),  and  Toronto  (Canada). 

Teamco  Systems  Innovation  maintains  offices  in  The  Netherlands, 
Belgium,  France,  Germany,  Norway,  Sweden,  and  Italy. 
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Mitrol's  products  are  also  distributed  in  England  by  Safe 
Italy  by  Industria  Italiana  Informatica  SPA,  and  in 
Computer  Power. 
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COMPANY  PROFILE 


MODULAR  INFORMATION 
SYSTEMS,  INC 


Division  of  The  Newtrend  Group,  Inc. 
Total  Employees:  160 
Total  Revenue,  Fiscal  Year  End 
1/31/87:  $30,000,000* 


John  Person,  President 


2601  Technology  Drive 
Orlando,  FL  32804 
(305)  297-0870 


THE  COMPANY 

• Modular  Information  Systems  (MIS),  a division  of  The  Newtrend  Group,  Inc., 
provides  turnkey  systems,  application  software  products,  and  processing  and 
professional  services  primarily  to  financial  institutions  with  assets  of  $50 
million  to  more  than  $8  billion. 

• Fiscal  1987  revenue  was  $30  million,  a 20%  increase  over  fiscal  1986  revenue 
of  $23  million. 

KEY  PRODUCTS  AND  SERVICES 

• About  75%  of  fiscal  1987  revenue  was  derived  from  turnkey  systems  and  15% 
from  professional  services.  The  remaining  10%  was  derived  from  add-on 
application  software  products. 

• MISER,  an  on-line  integrated  data  base  management  system  for  financial 
institutions,  is  licensed  separately  as  a software  package  or  combined  with 
Unisys  equipment  and  installed  as  a turnkey  system. 


MISER,  written  in  COBOL,  is  based  on  Unisys  mainframes  and  can 
accommodate  more  than  1,000  remote  terminals  including  teller 
terminals,  administrative  terminals,  platform  terminals,  automated 
document  preparation  devices,  and  automated  teller  machines.  MISER 
supports  a variety  of  peripheral  equipment  including  disk  storage,  tape 
drives,  and  high-speed  printers. 

MISER  base  modules  include  the  following: 

. Deposit  System. 

. Commercial  Checking  System. 

• Lending  System. 

. Savings  Account  Loans  System. 

• Mortgage  Loan  System. 

Autopost,  automatic  disbursement  subsystem. 

. General  Ledger  System. 

. Budgeting  System. 


^Company  estimate 


I of  3 

March  1987 


©1987  by  INPUT.  Reproduction  Prohibited. 


INPUT 


MODULAR  INFORMATION  SYSTEMS,  INC. 


Optional  MISER  subsystems  include  the  following: 

. Commercial  Loan  System. 

. Loan  Application  and  Marketing  Process  (LAMP). 

. Mortgage  Banking  System  (MBS). 

Optional  financial  application  subsystems  include  the  following: 

. Fixed  Assets  Accounting  System. 

. MISER  Accounts  Payable  System  (MAPS). 

. MISER  Asset/Liability  Management  System  (MALMS). 

. MISER  Investment  Management  System  (MIMS). 

. ATM-MISER  System. 

. Marketing  CIF. 

MISER  is  installed  at  more  than  170  financial  institutions  with  assets  of 
$50  million  to  more  than  $8  billion. 

The  MISER  Service  System  is  inherent  in  the  base  MISER  system  and  in 
each  optional  MISER  subsystem.  The  Service  System  covers  every 
aspect  of  MISER  including  sales,  education,  installation,  conversion, 
documentation,  ongoing  customer  support,  system  maintenance,  profes- 
sional consulting  services,  facilities  management,  and  disaster  recovery 
services. 

Professional  services  are  offered  primarily  to  MISER  customers.  In  addition 
to  support  services,  MIS  also  offers  consulting  and  facilities  management 
services. 

Consulting  specialty  areas  include  on-site  audits  to  identify  objectives, 
preparation  of  strategic  business  plans,  and  EFT/ATM  performance 
reviews. 

Facilities  management  contracts  range  from  one-  to  three-year  terms 
and  are  provided  to  new  MISER  customers  as  well  as  existing 
customers. 


• MIS  offers  hot-site  and  cold-site  disaster  recovery  services  for  its  clients. 

MIS  offers  Unisys  BI000  and  A series  mainframes  for  client  processing 
needs. 

INDUSTRY  MARKETS 

• All  of  MIS'  revenue  was  derived  from  the  banking  and  finance  industry.  MIS 
primarily  targets  savings  institutions  with  assets  of  $50  million  to  $8  billion. 

GEOGRAPHIC  MARKETS 

• All  of  MIS'  revenue  was  derived  from  the  U.S.  MIS  has  clients  nationwide. 
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COMPUTER  HARDWARE 

• MIS  has  the  following  equipment  installed: 

Unisys  B 1 000  series. 

Unisys  5/6/7000  series. 

Unisys  A series. 
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COMPANY  PROFILE 


MOLECULAR  DESIGN  LTD. 
2132  Farallon  Drive 
San  Leandro,  CA  94577 
(415)  895-1313 


Steven  Goldby,  President  and  CEO 
Private  Corporation 
Total  Employees:  100 
Total  Revenue,  Fiscal  Year  End 
12/31/85:  $10,000,000 


THE  COMPANY 

• Molecular  Design  Ltd.  (MDL)  founded  in  1978,  develops  and  markets  applica- 
tion software  systems  and  commercial  data  bases  for  the  chemical  industry. 

• MDL's  1985  revenue  was  approximately  $10,000,000.  The  company  experi- 
enced 50%  growth  from  1 984. 

• As  of  December  31,  1985,  MDL  had  approximately  100  employees,  segmented 
as  follows: 


Sales/marketing 

25 

Research  and  development 

40 

Customer  support 

20 

Computer  operations 

4 

General  and  administrative 

1 1 

100 

KEY  PRODUCTS  AND  SERVICES 

• Ninety-eight  percent  of  MDL's  1985  revenue  was  derived  from  application 
software  products.  The  remaining  2%  was  derived  from  related  systems 
consulting  services. 

• MDL's  software  products  are  available  for  the  following  equipment:  the 

entire  VAX  line  from  the  MicroVAX  II  and  VAX  11/750  to  the  VAX  8800 
(VMS);  Prime  2550  through  Prime  9950  (PRIMOS);  and  IBM  4361  and  4381 
(MVS). 


MACCS™'  —the  Molecular  Access  System— is  a complete  system  for 
graphic  input,  storage,  searching,  and  retrieval  of  chemical  structures 
and  related  data.  MACCS  is  an  interactive,  menu-driven  system 
designed  specifically  for  use  by  both  end-user  chemists  and  information 
scientists. 

. Employing  graphic  structural  diagrams,  MACCS  can  be  used  to 
create  chemical  data  bases,  ranging  from  a collection  of  a few 
compounds  for  a special  project  to  several  thousand  compounds 
comprising  a corporate  data  base. 
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. Structural  diagrams  of  the  compounds  can  be  examined  on  the 
screen.  Users  can  also  examine  related  data  such  as  physical 
properties,  test  results,  compound  history,  literature  references, 
and  registry  numbers. 

. MACCS  sells  for  $75,000  to  $225,000.  There  are  currently  100 
installations  of  the  package. 

DAT  ACCS— the  Data  Access  System— forms  a link  between  MACCS 
and  other  software  packages.  The  program  Is  sold  in  conjunction  with 
MACCS.  Users  can  transfer  data  from  MACCS  data  bases  to  modeling, 
statistical  and  graphing  programs  or  to  other  data  base  management 
packages.  Conversely,  DATACCS  enables  users  to  transfer  data  from 
other  software  packages  to  MACCS  data  bases. 

REACCS  is  MDL's  reaction  indexing  system.  Chemists  can  enter 
reactions  or  reaction  search  queries  by  drawing  them.  Search  questions 
may  include  combinations  of  data  stored  in  the  data  base:  yield, 

reaction  conditions,  literature  references,  keywords,  solvents, 
catalysts,  and  hazardous  properties  are  typical  keys. 

. Changes  in  reaction  variables  such  as  volume,  stoichiometry, 
reaction  conditions,  yield,  byproducts,  and  reagent  quaiity/quan- 
tity  may  be  recorded  and  searched  in  the  data  base. 

. REACCS  sells  for  $59,000  to  $85,000.  There  are  currently  30 
installations. 

. Thousands  of  synthetic  reactions  can  be  accessed  from  the 
commercial  data  bases  available  with  REACCS.  Updated  each 
year,  these  data  bases  include  the  following: 

A computer-readable  version  of  W.  Theilheimer's 
Synthetic  Methods  of  Organic  Chemistry,  which  is  sold  as 
part  of  REACCS. 

Collected  Reactions  from  Organic  Synthesis  (ORGYSN) 
for  $3,000  per  year. 

Fraser  Williams  Fine  Chemicals  Directory  (FCD)  for 
$4,000  per  year. 

Current  Literature  File  (CLF)  containing  material  from 
1982  to  1985  for  $10,000. 

In  addition,  the  Journal  of  Synthetic  Methods  (JSM)  will 
soon  be  released. 

COMPDS  (pronounced  compounds)  is  a collection  of  programs  for 
sketching,  refining,  manipulating,  and  comparing  molecular  models. 
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COMPDS  is  available  as  a standalone  system  for  molecular  mechanics 
calculations  and  is  integrated  with  CHEMLAB-II  and  ADAPT  systems. 
Sold  separately,  COMPDS  sells  for  $35,000. 

CHEMLAB-II  helps  the  chemist  generate  accurate  molecular  models 
and  examine  the  relationships  between  structure  and  chemical  and 
physical  properties. 

. The  CHEMLAB  series  of  programs  includes: 

Graphical  display  of  structures  and  properties. 

Data  bases  of  structures  and  data. 

Estimation  of  molecular  spectroscopic  properties. 

Polymer  structure  property  modeling. 

Intermolecular  interaction  modeling. 

Conformational  analysis. 

Molecular  mechanics  methods. 

. The  CHEMLAB-II  system,  developed  in  academic  and  industrial 
laboratories,  is  owned  by  Chemlab,  Inc.  and  licensed  to  MDL  for 
exclusive  worldwide  distribution.  CHEMLAB-II  sells  for  $60,000 
to  $90,000  (including  COMPDS).  There  are  currently  40  installa- 
tions. 

ADAPT  is  a system  for  computer-assisted  structure/property  study 
using  statistical  analysis  techniques.  ADAPT  is  used  to  predict 
biological  responses  to  previously  untested  or  hypothetical  com- 
pounds. ADAPT  is  sold  with  COMPDS  for  $55,000.  If  the  customer 
already  has  CHEMLAB-II  and  COMPDS,  ADAPT  can  be  added  to  the 
system  for  $30,000. 

• MDL  now  offers  the  Chemist's  Personal  Software  Series— microcomputer 
software  systems  for  chemical  information  management.  The  software  runs 
on  the  IBM  PC  family  of  personal  computers  and  includes  the  following: 

ChemBase  is  a data  base  management  system  for  chemical  compounds 
and  reactions  data.  Recently  introduced,  the  system  sells  for  $3,500. 

ChemTalk  and  ChemHost  are  communications  packages  that  allow  the 
PC  to  interact  directly  with  MDL's  minicomputer  and  mainframe 
software.  Also  recently  introduced,  ChemHost  sells  for  $10,000  and 
ChemTalk  for  $1,000  per  PC. 

ChemText  is  a word  processing  system  that  integrates  chemical 
graphics  with  text.  The  system  is  expected  to  be  available  in  1986  for 
$1,500. 
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INDUSTRY  MARKETS 

• MDL  derived  100%  of  1985  revenue  from  the  chemical  industry,  including 
chemical  manufacturers,  polymer  companies,  and  pharmacies. 

GEOGRAPHIC  MARKETS 

• MDL  derived  approximately  45%  of  1985  revenue  from  the  U.S.  and  approxi- 
mately 55%  from  Western  Europe  and  Japan. 

• MDL  has  branch  offices  in  Morristown  (NJ)  and  Bazel,  Switzerland. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• MDL  has  the  following  hardware  installed: 

I VAX  cluster  with  I VAX- 1 1/750,  I VAX- 1 1/780,  and  2 MicroVAXs, 
VMS. 

I IBM  4331,  VM/CMS. 

I Prime  9950  and  I Prime  750,  PRIMOS. 
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FINANCIAL  UPDATE  TO  HIGHLIGHT  DATED  JANUARY  1984 


THE  MONCHIK-WEBER  CORPORATION  Thomas  J.  Jordan,  Chairman 
I I Broadway  Leon  Williams,  President 

New  York,  NY  10004  Public  Corporation,  OTC 

(212)  269-5460  Total  Employees:  328 

Total  Revenue,  Fiscal  Year  End 
5/31/84:  $22,840,231 


MONCHIK-WEBER 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


McGraw-Hill  will  pay  $15  per  share  in  cash  for  each  of  the  3.7  million 
outstanding  shares  of  Monchik-Weber  stock. 


The  agreement  in  principal,  already  approved  by  the  respective  boards 
of  directors,  is  expected  to  be  consummated  subject  to  a definitive 
agreement  and  approval  of  Monchik-Weber  shareholders. 
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Once  the  acquisition  is  completed,  Monchik-Weber  will  operate  as  a 
wholly  owned  subsidiary  of  McGraw-Hill. 

SOURCE  OF  REVENUE 


• A three-year  summary  of  Monchik-Weber's  source  of  revenue  follows: 


FISCAL  YEAR 

5/84 

5/83 

5/82 

ITEM 

Revenue 
($  thousands) 

Percent 
of  Total 

Revenue 
($  thousands) 

Percent 
of  Total 

Revenue 
($  thousands) 

Percent 
of  Total 

Systems  development 
and  consulting 

$ 10,320 

45% 

$ 1 1,426 

52% 

$ 1 1,901 

52% 

Data  bases  and 
information 
processing 
services 

7,500 

33 

6,534 

30 

5,828 

25 

Software  products 
and  hardware 

5,020 

22 

4,022 

18 

5,226 

23 

Total 

$ 22,840 

100% 

$21,982 

100% 

$ 22,955 

100% 
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COMPANY  HIGHLIGHT 


THE  MONCHIK-WEBER  CORPORATION  John  R.  Weber,  Chairman,  President, 
I I Broadway  and  CEO 

New  York,  NY  10004  Thomas  J.  Jordan,  Chief  Operating 

(212)  269-5460  Officer 

Public  Corporation,  OTC 
Total  Employees:  331 
Total  Revenue,  Fiscal  Year  End 
5/31/83:  $21,982,000 


THE  COMPANY 

• The  Monchik-Weber  Corporation,  founded  in  1970,  provides  systems  develop- 
ment and  consulting  professional  services,  data  base  and  remote  processing 
services,  applications  software,  and  turnkey  systems  primarily  for  the  finan- 
cial services  industry. 

• Fiscal  1983  revenue  was  $22  million,  a 4%  decrease  from  fiscal  1982  revenue 
of  $23  million.  Net  income  declined  79%,  from  $1.7  million  in  1982  to 
$365,000  in  1983.  A five-year  financial  summary  follows: 


MONCHIK-WEBER 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 
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• Monchik- Weber  management  attributes  declines  in  revenue  and  net  income  to 
the  following: 

The  effects  of  the  general  economic  recession. 

Costs  associated  with  an  ongoing  program  to  enhance  and  expand  the 
company's  data  base  facility,  which  supports  numerous  products  and 
systems  including  the  Financial  Services  System  (FSS)  being  developed 
for  Merrill  Lynch  & Co.,  Inc. 

Continued  investment  in  technology  has  been  concurrent  with  increased 
cost  of  operations. 

• Product  development  costs  for  fiscal  1983  were  $2.6  million  (12%  of  revenue), 
as  compared  to  $1.6  million  in  fiscal  1982  (7%  of  revenue),  and  $854,000  in 
fiscal  1981  (5%  of  revenue). 

• Revenue  for  the  six  months  ended  November  30,  1983,  reached  $12.2  million, 
an  11%  increase  over  $1  I million  for  the  same  period  in  1982.  The  company 
registered  a net  loss  of  $2,000  as  compared  to  net  income  of  $545,000  in  the 
prior  year  period. 

Monchik-Weber  management  attributes  continued  declines  in  profit 
margins  to  large  investments  in  research  and  development. 

• Effective  November  5,  1982,  Monchik-Weber  acquired  certain  assets  of  the 
Chicago  operations  of  Metro  Data  Company,  Inc.  for  $1.8  million,  with  addi- 
tional contingent  payments  of  $1.5  million. 

The  assets  primarily  consisted  of  computer  equipment  and  software 
used  to  provide  wholesale  options  trading  data  processing  services. 

The  company  now  operates  as  Monchik-Weber  Metro  Data,  Inc.,  a 
wholly  owned  subsidiary. 

• In  July  1983  Monchik-Weber  issued  13,636  shares  of  its  common  stock  as 
payment  for  the  acquisition  of  all  the  outstanding  common  stock  of  Given 
Systems,  Inc.  of  Los  Angeles. 

Given  Systems  developed  and  marketed  CompuportTM- , a turnkey 
microcomputer-based  portfolio  management,  accounting,  and  reporting 
system  for  small-to-medium  sized  investment  counselors. 

The  company  now  operates  as  a wholly  owned  subsidiary,  Monchik- 
Weber  California,  Inc. 

• In  August  I 983  Monchik-Weber  entered  into  a venture  with  Hogan  Systems, 
Inc.  and  The  Continuum  Co.,  Inc.  to  form  Inter-Financial  Software  (IFS). 
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IFS  will  explore  the  development  of  integrated  software  and  services 
for  the  financial  services  industry. 

Each  participant  of  the  venture  initially  contributed  funds  for  startup 
costs  and  will  provide  technical  personnel.  Hogan  Systems  serves 
commercial  banks  and  thrift  organizations;  the  Continuum  Company 
serves  the  individual  life,  health,  and  annuity  insurance  industry;  and 
Monchik-Weber  serves  the  securities  and  investment  management 
sectors. 

• Monchik-Weber  is  organized  into  three  principal  business  areas: 

Systems  Development  and  Consulting:  provides  a broad  range  of 

professional  services  to  brokerage  firms,  banks,  insurance  companies, 
investment  advisory  firms,  and  other  financial  institutions. 

. Monchik-Weber  is  expanding  its  consulting  activities  into  other 
sectors  of  the  financial  services  industry  and  is  concentrating  on 
systems  supporting  the  merging  of  banking,  insurance,  and 
brokerage  services  in  many  financial  institutions. 

. Within  this  business  area  is  the  New  York  Consulting  Group,  the 
Chicago  Consulting  Group,  and  the  Financial  Services  System 
Development  Group. 

Data  Base  and  Information  Services:  provides  inquiry/response 

processing  services  based  on  Monchik-Weber's  Financial  Information 
Data  Base,  which  supports  a comprehensive  line  of  pricing  and  video 
services  for  traders  and  investors.  Real-time  information  on  stocks, 
options,  commodities,  futures,  and  indexes  is  transmitted  to  clients 
throughout  the  trading  day. 

Portfolio  Software,  Consulting,  and  Services:  offers  a diverse  group  of 
portfolio  software,  processing,  turnkey  systems,  and  professional 
services  that  support  the  decision-making,  accounting,  and  regulatory 
reporting  needs  of  investment  entities.  Two  subsidiaries,  Monchik- 
Weber  Metro  Data,  Inc.  in  Chicago  and  Monchik-Weber  California,  Inc. 
in  Los  Angeles  report  to  this  group. 

• As  of  May  31,  1983,  Monchik-Weber  had  331  employees.  The  company  cur- 
rently has  333  employees,  segmented  as  follows: 


Marketing/sales 

24 

Field  engineering  and  support 

16 

Software  development 

155 

Computer  operations 

67 

General  and  administrative 

71 

333 
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• Monchik-Weber  competitors  are  as  follows: 

In  the  area  of  systems  development  and  consulting,  competitors  include 
Informatics,  the  Big  Eight  accounting  firms,  Systems  Strategies  Inc., 
AGS,  and  Computer  Task  Group. 

Data  base  services  competitors  include  Bridge  Data  Company,  Stewart 
Data  Inc.,  and  Track  Data  Corporation. 

For  quotation  processing  services,  competitors  include  Quotron  Inc., 
ADP  Financial  Information  Services,  Inc.,  and  Bunker  Ramo  Informa- 
tion Systems. 

Major  competitors  in  the  area  of  portfolio  software  and  processing 
services  include  Automatic  Data  Processing,  Inc.,  Brokerage  Transac- 
tions Systems,  Inc.,  Bradford  National  Corporation,  and  Shaw  Data 
Services,  Inc. 

KEY  PRODUCTS  AND  SERVICES 

• A three-year  summary  of  Monchik- Weber's  source  of  revenue  follows: 

5/83  5/82  5/81 


Revenue 
($  thousands) 

Percent 
of  Total 

Revenue 
($  thousands) 

Percent 
of  Total 

Revenue 
($  thousands) 

Percent 
of  Total 

Systems  development 
and  consulting 

$ 1 1,426 

52% 

$ 1 1,901 

52% 

$ 8,282 

50% 

Data  bases  and 
information 
processing  services 

6,534 

30 

5,828 

25 

4,203 

25 

Software  products 
and  hardware 

Total 

4,022 

$21,982 

J_8 

100% 

5,226 
$ 22,955 

22 

100% 

4,051 
$ 16,536 

25 

100% 

• Monchik-Weber  systems  development  and  consulting  professional  services  are 
provided  primarily  to  financial  service  institutions  including  securities  firms, 
investment  advisors,  insurance  companies,  and  banks.  An  estimated  10%  of 
total  fiscal  1983  revenue  was  derived  from  hardware  sales  provided  in  con- 
junction with  professional  services. 

Services  provided  include  feasibility  studies  on  computerization  or 
modification,  hardware  recommendations,  custom  systems  design  and 
development,  existing  system  modifications,  user  training,  and  facili- 
ties management. 
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In  fiscal  1983  Monchik- Weber  provided  systems  development  and  con- 
sulting services  to  approximately  80  clients.  Significant  projects 
include  the  following: 

. Monchik-Weber  entered  into  an  agreement  with  Merrill  Lynch  & 
Co.,  Inc.,  to  build  a prototype  for  the  Financial  Services  System 
(FSS).  Phase  one  of  the  prototype  was  accepted  by  Merrill 
Lynch  in  July  1983.  The  companies  have  reached  an  agreement 
pending  final  contractual  arrangements  to  execute  phase  two  of 
FSS,  which  was  announced  in  September  1983.  Detailed  design, 
programming,  and  implementation  have  commenced. 

FSS,  designed  by  Monchik-Weber,  will  provide  account 
executives  with  their  own  microcomputers  for  accessing 
major  sources  of  market  and  customer  information 
including  securities  prices,  individual  account  records, 
market  data,  research  reports,  and  news  wires. 

FSS  will  also  offer  market  analysis  services,  productivity 
tools,  and  office  automation  functions. 

Monchik-Weber  is  developing  a full-scale  system  that  will 
include  an  advanced  communications  system  using  IBM 
Systems  Network  Architecture,  access  to  Monchik- 
Webers'  Financial  Information  Data  Base,  and  IBM  hard- 
ware and  software. 

. A message  switch  was  developed  and  installed  in  London  for  a 
major  brokerage  house  to  service  its  European  and  Far  Eastern 
branches,  enabling  the  firm's  communications  network  to  handle 
both  U.S.  and  European  protocols.  It  routes  orders  to  New  York 
headquarters  for  execution,  sends  reports  back  to  the  initiator, 
and  supports  the  transmission  of  administrative  reports  and 
information. 

. A trading,  back-office,  and  financial  accounting  system  was 
developed  for  a leading  government  securities  dealer.  The 
system  processes  trades  in  government  and  money  market 
securities  and  provides  real-time  inventory  and  price  informa- 
tion and  profit-and-loss  data.  Using  a Data  General  minicom- 
puter, the  system  will  supply  on-line  communication  of  trade 
information  to  the  firm's  branch  offices  and  to  its  clearing  bank. 

. A trading  information  and  support  system  was  designed  and  is 
now  being  developed  for  the  arbitrage  department  of  a large 
securities  firm.  Traders  will  be  provided  with  workstations 
featuring  banks  of  information  screens  and  an  IBM  PC  for 
specialized  processing,  including  market  watch  functions. 
Traders  will  be  able  to  view  all  their  positions  in  any  given  stock 
and  to  access  quote  information.  Analytical  modeling  will  be 
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provided  via  the  host  computer  using  prices  supplied  by 
Monchik-Weber's  Financial  Information  Data  Base. 

. An  order-processing  system  was  designed  and  developed  by 
Monchik-Weber  for  a financial  services  and  computer  firm 
specializing  in  banking  applications.  The  system  automates 
order  entry,  broker  instruction,  execution,  and  settlement 
functions  performed  by  bank  trust  departments  engaged  in 
trading  equities,  bonds,  and  options. 

Monchik-Weber  has  introduced  several  software  products  as  a result  of 

past  custom  work  as  follows: 

. The  Brokerage  Information  System  (BIS)  is  an  on-line/batch 
system  designed  to  support  the  operational  and  management 
information  needs  of  brokerage  and  investment  banking  firms. 
This  system  supports  a full  range  of  activities  from  trade  execu- 
tion through  month-end  reporting  and  enables  users  to  maintain 
accurate  control  over  their  customer  holdings,  firm  inventory, 
and  general  ledger.  BIS  runs  on  IBM  and  compatible  main- 
frames. 

. The  Municipal  Bond  Support™  System  is  designed  to  support  the 
trading,  sales,  management,  and  operations  needs  of  retail 
municipal  bond  dealer  firms.  This  system,  which  runs  on  the  HP 
3000,  allows  management  to  monitor  the  status  of  traders' 
portfolios  throughout  the  trading  day.  It  also  handles  all  back- 
office  processing  activities  and  provides  comprehensive  infor- 
mation displays  and  reports  that  complement  the  activities  of 
traders  and  salespeople. 

. The  Trading™  System  is  an  interactive  security  pricing  and 
inventory  accounting  system  featuring  a variety  of  information 
displays.  The  system  shows  current  positions,  historical  trade 
data,  dividend  and  interest  calculations,  and  provides  profit  and 
loss  reports. 

. The  Investment  Banking  Information™  System  is  a complete 
back-office  processing  system  for  brokerage  and  investment 
banking  firms.  One  version  provides  on-line  access  to  account 
and  security  information,  as  well  as  a variety  of  management 
reports. 

. FINANCE/3000T  M is  designed  for  financial  managers  and  in- 
cludes general  ledger,  accounts  receivable,  accounts  payable, 
payroll,  and  personnel  systems,  and  can  be  modified  to  meet  a 
client's  specific  requirements. 

• Data  base  and  processing  services  are  supported  by  Monchik-Weber's  Financial 
Information  Data  Base.  Input  from  different  exchanges  and  quotations  ser- 


6 of  9 

January  I 984 

©1984  by  INPUT.  Reproduction  Prohibited. 


INPUT 


THE  MONCHIK-WEBER  CORPORATION 


vices  is  used  to  maintain  continuous  up-to-the-second  pricing  information  on 
stocks,  options,  financial  futures,  indexes,  and  various  other  instruments. 

Monchik-Weber  has  over  100  processing  clients,  including  service 
bureaus,  timesharing  companies,  clearing  corporations,  news  services, 
and  brokerage  and  investment  management  firms. 

The  INFO  NetworkSM  System,  an  integrated  network  of  data  base 
services  supporting  a wide  range  of  financial  applications,  was  devel- 
oped by  the  company  to  permit  clients  to  subscribe  to  more  than  one  of 
the  following  services  without  installing  additional  hardware. 

. Option  Monitor™  Service  (OMS)  and  Option  Monitor™  Service- 
2 provide  price  and  quote  information,  perform  analysis  and 
strategic  planning,  and  provide  lists  of  opportunities  for  option 
investment  such  as  covered  writing,  hedging,  and  spreading. 

. Financial  FuturesSM  Service  provides  on-line  analysis  and 
strategy  appraisals  for  cash  and  futures,  futures  spreads  and 
strips,  positions,  and  hedge  factors. 

. Position  Monitor SM  Service  (PMS)  permits  users  to  monitor 
information  on  individually  selected  stocks  and/or  options 
throughout  the  trading  day. 

. Index  and  Non-Equity  OptionsSM  Service  (INEOS)  provides  users 
with  quotes,  theoretical  values,  and  strategy  analysis  functions 
for  nonequity  options. 

. Real-Time  Options  ScanningSM  System  (R.O.S.S.)  permits  users 
to  monitor  and  select  the  exact  position  that  meets  their 
strategy  requirements.  This  service  consists  of  12  analytical 
strategy  screens  with  ranking  capabilities  and  includes  displays 
for  covered  and  radio  writes  and  buy  and  sell  straddles. 

Pricing  and  trading  information  from  the  Financial  Information  Data 
Base  is  also  provided  to  users  via  their  own  microcomputers  (Micro- 
Pricing™  Service)  on  either  an  on-line  or  end-of-day  basis. 

Continuous  transmission  of  all  trades  directly  to  the  clients'  computers 
is  available  via  the  Formatted  Real-Time  Ticker™  Service.  Custom- 
Generated  Ticker™  and  Twenty-Minute  Delayed  Ticker™  services  are 
also  available. 

The  Price  Access™  Service  permits  on-line  inquiry/response  of 
specific  prices  and  quotes. 

The  End-of-Day  Pricing™  Service  provides  clients'  closing  prices  on 
magnetic  tape  or  via  computer-to-computer  transmission. 
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Portfolio  processing  services  include  the  following: 

. STAR*  (Securities  Transactions  Analysis  Report SM  ) Service 
supplies  investment  advisers,  accounting  firms,  and  individual 
investors  with  reports  on  the  status  of  their  own  or  their  clients' 
portfolios.  These  reports  are  used  for  financial  and  tax  plan- 
ning, and  for  comparing  past  and  current  performance.  During 
this  past  fiscal  year,  enhancements  were  made  to  the  STAR* 
Service's  operations  to  provide  clients  with  faster  turnaround. 
The  service  has  over  150  clients. 

. Metro  Data  Options SM  Service  (MDOS)  provides  professional 
options  traders  with  daily  account  and  position  data  and  reports 
showing  trade  activity  and  tax  lot  position  summaries.  This 
service  was  acquired  in  November  1982  with  the  Chicago  opera- 
tions of  Metro  Data  Company,  Inc.  There  are  approximately  20 
MDOS  clients. 

• Software  available  for  portfolio  management  and  recordkeeping  from 
Monchik-Weber  includes  the  following: 

The  IMPORT™  System  is  designed  to  provide  multicurrency  portfolio 
accounting  and  reporting.  It  replaces  Monchik-Weber's  International 
Fund  Accounting  System  product. 

. The  system  performs  the  client's  complete  portfolio  accounting 
and  tax  reporting  functions  by  maintaining  trade  data  positions, 
custodian  security  balances,  and  daily  income  accruals  in  addi- 
tion to  providing  cash  forecasts  for  each  currency  and  portfolio 
pricing  and  valuations.  The  system  also  contains  a multicur- 
rency general  ledger  subsystem  and  provides  investment 
management  information  to  aid  the  portfolio  manager. 

. Optional  modules  for  investment  company  dealers'  accounting 
include  tracking  of  cash  float,  fees,  commissions,  and  spreads  on 
price  markups. 

. The  IMPORT  System  runs  on  the  IBM  System  34  or  36  minicom- 
puter and  has  a base  price  of  $95,000. 

. There  are  over  10  systems  installed. 

The  Legacy  Trust™- System,  introduced  in  1983,  is  designed  to  facili- 
tate the  management  of  personal  trusts,  foundations,  and  individual 
investment  portfolios. 

. The  system  accommodates  a full  range  of  publicly-traded  finan- 
cial instruments,  as  well  as  private  placements.  All  capital 
changes,  maturities,  and  dividends  are  automatically  applied  to 
each  account. 
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. The  system  runs  on  HP  3000  Series  computers. 

The  FUNDAC™  System,  a mutual  fund  accounting  system  for 
domestic  mutual  fund  managers,  performs  taxable  portfolio  record- 
keeping including  general  ledger  and  valuations  through  net  asset. 

The  PORTRAIT®  System,  used  to  support  the  accounting  and  reporting 
activities  of  investment  management  firms,  is  no  longer  being  actively 
marketed  by  Monchik-Weber. 

• Monchik-Weber  California  markets  Compuport™  , a microcomputer-based 
portfolio  management  accounting  and  reporting  turnkey  system  developed  by 
Given  Systems,  Inc. 

The  system  is  designed  for  investment  advisory  firms  with  accounts 
ranging  from  five  million  to  several  hundred  million  dollars.  It  provides 
access  to  portfolio  and  price  information  and  a variety  of  reports. 

Compuport  is  currently  available  on  IBM  PC  XT  and  Cromemco  micro- 
computers and  is  priced  at  $8,000.  There  are  over  30  systems  currently 
installed. 

INDUSTRY  MARKETS 

• Approximately  90%  of  Monchik-Weber's  fiscal  1983  revenue  was  derived  from 
the  financial  services  industry.  The  remaining  10%  was  from  manufacturing, 
insurance,  computer  services,  and  other  industry  sectors. 

• For  fiscal  1983,  products  and  services  provided  to  Merrill  Lynch  & Co.,  Inc., 
accounted  for  12%  of  revenue. 

GEOGRAPHIC  MARKETS 

• Virtually  all  of  Monchik-Weber's  fiscal  1983  revenue  was  derived  from  the 
U.S. 

• Branch  offices  are  located  in  Boston,  Chicago,  and  Los  Angeles. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Monchik-Weber  uses  a variety  of  minicomputers  and  microcomputers  from 
IBM,  Data  General,  Hewlett-Packard,  Apple,  and  other  manufacturers. 

• Clients  access  Monchik-Weber's  processing  services  via  direct  dial,  dedicated 
lines,  AT&T  Long  Lines,  Tymnet,  and  satellite. 
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COMPANY  HIGHLIGHT 


THE  MONCHIK-WEBER 
CORPORATION 
1 1 I John  Street 
New  York,  NY  10038 
(212)  962-2400 


Stewart  M.  Monchik,  President 
Public  Corporation,  OTC 
Total  Employees:  302 
Total  Revenue:  Fiscal  Year 


End  5/31/81:  $16,536,273 


THE  COMPANY 

• The  Monchik-Weber  Corporation,  founded  in  1970,  provides  computer  services 
and  products  to  meet  the  management  information  and  data  processing 
requirements  of  the  financial  industry. 

• In  November  1981,  Monchik-Weber  successfully  completed  a public  offering  of 
901,000  shares  of  stock  at  $1 1.00  per  share.  The  net  proceeds  of  $8,017,250 
will  be  used  to  finance  leasehold  improvements;  for  facilities  expansion;  for 
general  corporate  purposes,  including  software  product  development;  and  for 
additions  to  working  capital. 

• Fiscal  1981  revenues  were  $16.5  million,  up  22%  over  $13.6  million  in  1980. 
Income  before  taxes,  net  income,  and  earnings  per  share  increased  30%  to  35% 
over  the  prior  year,  as  follows: 

MONCHIK-WEBER 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 
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• For  the  six  months  ended  November  30,  1981,  Monchik-Weber  reported 
revenues  of  $11,679,000,  an  89%  Increase  over  $6,189,000  in  the  prior  year. 
Net  income  for  the  same  period  was  $614,000,  a 153%  increase  over  $243,000. 

• In  August  1980,  Monchik-Weber  acquired  the  business,  computer  programs,  and 
assets  subject  to  liabilities  of  Wall  St.  Concepts,  Inc.,  a supplier  of  com- 
puterized recordkeeping  and  portfolio  monitoring  services  for  financial  appli- 
cations, at  a cost  of  $497,790.  The  transaction  consisted  of  notes  payable  at 
$382,000,  cash  of  $88,000,  and  acquisition  expense  of  $27,790. 

• Monchik-Weber  is  organized  into  seven  division  and  subsidiary  operating 
companies. 

Monchik-Weber  Systems  Consulting. 

Monchik-Weber  Financial  Systems. 

Monchik-Weber  General  Systems. 

Monchik-Weber  Information  Services. 

Monchik-Weber  Advanced  Technologies. 

Monchik-Weber  Investment  Systems. 

Monchik-Weber  Wall  St.  Concepts  Inc. 

• Employees  are  segmented  as  follows: 


_ 

Marketing  and  sales 

15 

- 

Software  services/customer  support 

169 

- 

Computer  operations 

51 

- 

General  and  administrative 

67 

302 

• Monchik-Weber  competes  in  the  data  processing  and  information  services 
areas  with  Bridge  Data  Company  and  Bradford  National  Corporation.  In  the 
software  and  hardware  products  area,  competitors  are  Automatic  Data 
Processing  Inc.,  Brokerage  Transactions  Systems  Inc.,  TMI  Systems  Corpora- 
tion, and  Bradford  National  Corporation. 

KEY  PRODUCTS  AND  SERVICES 

• Monchik-Weber's  principal  activities  are  developing  computer  systems  for 
securities  firms,  investment  advisers,  and  banks;  providing  real-time,  inter- 
active computer  services  supporting  securities  trading;  and  developing  stan- 
darized  applications  software. 
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The  three  principal  business  areas  of  Monchik-Weber  are  systems 
development  and  consulting  services,  data  processing  and  information 
services,  and  software  and  hardware  products.  Revenues  from  these 
areas  have  been  ($  thousands): 


1981 

1980 

1979 

Systems  development  and  consulting 
services 

$ 8,282 

$ 6,575 

$ 4,911 

Data  processing  and  information 
services 

4,203 

1,861 

1,472 

Software  and  hardware  products 

4,051 

5,129 

4,551 

$16,536 

$13,565 

$10,934 

• Systems  development  and  consulting  services  include  the  following: 

Consulting  services  range  from  overall  systems  design,  analysis,  and 
development  to  operation  reviews  and  audits,  systems  planning,  feasi- 
bility studies,  user  training,  and  equipment  management. 

Monchik-Weber  has  traditionally  specialized  in  systems  for  the  securi- 
ties industry  and  has  developed  a level  of  expertise  in  securities 
processing  and  related  applications. 

Although  Monchik-Weber  expects  to  derive  most  of  its  revenues  from 
the  financial  community,  its  financial  analysis  and  programming  experi- 
ence has  proved  applicable  to  other  areas  such  as  manufacturing, 
publishing,  and  service  companies. 

The  majority  of  Monchik-Weber's  system  development  and  applications 
work  has  been  for  the  HP  3000,  IBM's  System  34  and  System  8100,  and 
Data  General's  ECLIPSE  computers. 

Application  software  projects  completed  during  fiscal  year  1980  and 
1981  include  a trading  support  system  for  Merrill  Lynch  & Company, 
Inc.,  a hotel  front  office  management  system  for  IBM,  and  a market 
oversight  surveillance  system  for  the  Securities  and  Exchange  Commis- 
sion. 

Monchik-Weber  has  designed  and  installed  a distributed  data  communi- 
cations system  for  E.F.  Hutton,  an  airport  car  rental  tracking  system 
for  Hertz,  and  is  currently  designing  a message  switching  system  for 
Bache  Halsey  Stuart  Shields,  Inc. 

In  fiscal  1981,  Monchik-Weber  provided  systems  development  and 
consulting  services  to  approximately  75  clients. 
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• Data  processing  and  information  services  (remote  computing  services) 
provided  by  Monchik- Weber  include: 

The  Option  Monitor  Service  provides  price  and  quote  information, 
methods  for  performing  analysis  and  strategic  planning,  and  lists  of 
opportunities  for  option  investments.  Approximately  65  clients  use 
option  monitor  terminals  which  are  installed  at  stock  exchanges, 
investment  management  firms,  and  the  trading,  arbitrage,  and  institu- 
tional sales  departments  of  brokerage  firms. 

The  Financial  Futures  Service  provides  analysis  of  the  futures  markets, 
including  spreads  and  straddles,  position  analysis,  and  hedge  factors. 
There  are  about  30  clients  using  this  service. 

The  Pricing  Service  provides  clients  with  both  real-time  ticker  prices 
and  closing  prices  for  stocks,  bonds,  and  options.  There  are  approxi- 
mately 15  users  of  this  service  which  include  service  bureaus,  time- 
sharing companies,  clearing  corporations,  news  services,  and  brokerage 
and  investment  firms. 

The  Data  Sharing  Service  provides  clients  with  access  to  real-time 
pricing  data  bases  that  contain  information  on  stocks  and  options.  The 
service,  introduced  in  fiscal  1981,  has  five  users  whose  monthly  service 
charge  ranges  from  $1,500  to  $3,000. 

• The  software  and  hardware  products  business  group  markets  minicomputers 
manufactured  by  Hewlett  Packard  and  Data  General,  and  is  licensed  for  five 
standard  software  products. 

PORTRAIT,  introduced  in  1981,  is  a portfolio  management  system 
which  supports  the  accounting  and  reporting  activities  of  investment 
management  firms.  It  provides  access  to  portfolio  information,  per- 
formance measurement  analysis,  capabilities  for  foreign  securities  and 
options  accounting,  customized  client  and  management  information 
reports,  and  information  on  realized  and  unrealized  capital  gains  and 
losses.  PORTRAIT  runs  on  HP  3000  series  and  is  also  available  as  a 
data  service.  Base  price  for  PORTRAIT  is  $65,000. 

The  International  Fund  Accounting  System  provides  multi-currency 
portfolio  accounting  and  reporting,  and  operates  on  an  IBM  System  34. 
It  maintains  trade  date  positions,  custodian  security  balances,  and  daily 
income  accruals,  in  addition  to  providing  both  cash  forecasts  for  each 
client's  currency,  and  portfolio  pricing  and  valuations. 

Securities  Processing  System  (SPS)  supports  a number  of  back  office 
functions  such  as  cage,  stock  loan,  and  accounting  operations.  It  has 
features  which  include  validation  of  purchase  and  sales  executions, 
nontrade  bookkeeping  items,  same-day  cage  balancing,  and  current 
receive/deliver  commitment  information  displays. 
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Investment  Banking  Information  System  (IBIS)  is  a back-office  system 
designed  to  handle  major  brokerage  operational  and  management  func- 
tions. The  programs,  procedures,  and  reports  of  IBIS  are  intended  to 
support  users,  management  personnel,  salesmen,  and  money  managers. 
It  operates  on  IBM  370  and  4300  hardware. 

Fund  Accounting  System  (FUNDAC)  is  designed  to  operate  on  the  IBM 
System  34.  FUNDAC  is  a mutual  fund  accounting  system  available  in 
two  versions:  one  designed  to  handle  the  accounting  procedures  for  the 
investment  portfolios  of  off-shore  funds;  the  other,  for  U.S.  portfolios 
of  state-side  funds. 

INDUSTRY  MARKETS 

• Approximately  85%  of  Monchik- Weber's  revenues  are  derived  from  the  securi- 
ties and  banking  industries,  with  the  remainder  coming  from  manufacturing, 
insurance,  services  industry,  and  government  sectors. 

GEOGRAPHIC  MARKETS 

• Monchik-Weber  maintains  offices  in  New  York,  Boston,  and  Chicago.  The 
company's  computer  service  revenues  are  derived  from  the  following  areas: 

New  England 
Middle  Atlantic 
East  North  Central 
South  Atlantic 

100% 

COMPUTER  HARDWARE 

• The  Option  Monitor  Service  and  Financial  Futures  Service  are  offered  on  a 
number  of  Data  General  ECLIPSE  C/300  and  C/330  systems,  operating  under 
AOS,  RDOS,  and  RTOS. 

• The  Data  Sharing  Service  uses  a Data  General  ECLIPSE  S/130,  operating  under 
AOS,  RDOS,  and  RTOS. 

• Access  to  the  networks  is  through  AT&T  Long  Lines.  Network  access  from 
Europe  is  also  available. 


10% 

75 

10 
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COMPANY  HIGHLIGHT 


MONCHIK-WEBER  CORPORATION 

1 1 I John  Street 
New  York,  NY  10038 
(212) 962-2400 


Stewart  Monchik,  President 
Private  Corporation 
Total  Employees:  185 
Total  Revenues,  Fiscal  Year  End 
5/31/79:  $10,900,000 


THE  COMPANY 

• Monchik-Weber  Corporation  was  formed  by  Stewart  Monchik  and  John  Weber 
(Chairman  of  the  Board)  in  1970  to  provide  system  development  and  consulting 
services.  Monchik-Weber  has  since  expanded  its  services  to  include  remote 
computing  and  marketing  of  software  products. 

• Monchik-Weber  has  had  an  excellent  growth  rate.  Revenues  have  grown  at  a 
compound  annual  rate  of  over  50%.  FY  1979  revenues  were  $10,900,000,  a 
gain  of  45%  over  1978's  $7,500,000.  FY  1980  revenues  are  expected  to  reach 
$I4-$I5  million.  Monchik-Weber  management  claims  the  firm  has  been 
profitable.  A five  year  financial  summary  follows: 


MONCHIK-WEBER 
FIVE  YEAR  FINANCIAL  SUMMARY 


($  Thousands,  Numbers  Are  Approximates) 
(FYE  5/31) 


. FISCAL  YEAR 

ITEM  ' 

1979 

1978 

1977 

1976 

1975 

Total  revenues 
. Percent  increase 

$10,900 

$ 7,500 

$ 6,200 

$ 3,400 

$ 2,000 

from  previous  year 

45% 

21% 

82% 

70% 

1 15% 

• Monchik-Weber  is  organized  into  three  subsidiary  operating  companies: 

Monchik-Weber  Systems  Consultants,  Inc.,  provides  systems  develop- 
ment and  consulting  and  assists  in  the  marketing  of  hardware  and 
software  products. 

Monchik-Weber  Information  Services,  Inc.,  provides  network  based 
processing  services. 

Monchik-Weber  Advanced  Technologies,  Inc.,  provides  systems  develop- 
ment and  consulting  for  advanced  telecommunications  systems  and  is 
the  R&D  organization  within  Monchik-Weber. 
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KEY  PRODUCTS  AND  SERVICES 


• Approximately  55%  of  Monchik-Weber's  revenues  are  derived  from  consulting 
services  and  hardware  sales,  30%  from  processing,  and  15%  from  software 
product  sales. 


• The  majority  of  Monchik-Weber's  consulting  revenues  have  traditionally  come 
from  the  financial  community:  securities  firms,  investment  companies,  banks 
and  securities  exchanges.  The  company  has  developed  a level  of  expertise  in 
designing  operational  support  systems,  trade  analysis  systems,  portfolio 
management,  network  interface  systems,  distributed  network  systems  and  a 
myriad  of  other  securities  information  systems  for  its  clients.  Monchik-Weber 
has  expanded  its  systems  development  and  consulting  services  to  clients  in 
manufacturing,  publishing  and  insurance  industries,  and  the  government. 

• Remote  computing  services  provided  by  Information  Services  include: 


Monchik-Weber  Option  Monitor  Service  provides  on-line  analytical 
information  and  theoretical  values  on  options  and  underlying  stocks. 
Tickers  from  various  stock  and  option  exchanges  continuously  update 
the  real  time  data  base  during  market  hours.  The  service  has  been 
available  since  1976  and  has  over  300  users. 

Monchik-Weber  Pricing  Services  include  real  time  and  end  of  day 
products  each  providing  comprehensive  stock  and  stock  option  pricing 
data. 

MACS,  a management  and  control  acconting  service  for  small  business 
establishments  was  announced  by  Monchik-Weber  in  October  1979. 
MACS  provides  order  entry,  accounts  receivable,  bill  of  materials  and 
general  ledger  applications.  Price  of  MACS  will  range  between  $1,000 
to  $1,500  per  month  depending  on  applications  selected.  The  fixed 
monthly  fee  covers  unlimited  use  of  the  system. 

• Monchik-Weber  has  developed  a number  of  proprietary  software  packages  for 
the  financial  industry.  These  are  available  for  use  on  large-scale  and 
minicomputer  based  systems.  They  are  designed  to  be  modified  and  result  in  a 
cost  effective  systems  solution. 

Advanced  Portfolio  Management  System  (APMS). 

. An  IBM  370  based  system  supporting  an  investment  management 
firm  in  counselor  reporting,  customer  appraisals,  performance 
and  MIS.  APMS  sells  for  $200,000  and  has  seven  installations. 
Securities  Processing  System  (SPS). 

. SPS  operates  on  a Data  General  minicomputer  and  supports 
backoffice  activities  of  brokerage  firms,  including  such  applica- 
tions as  on-line  security  movement  and  control,  on-line 
transaction  entry  and  validation,  stock  loan,  daily  balancing  and 
other  related  support  functions.  There  are  two  SPS  installations. 
Price  of  the  product  is  $100,000. 
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Trade  Support  System  (TSS). 

. A real  time  Data  General  minicomputer  based  system  that 
supports  the  trading  functions  involved  in  arbitage  and  position 
management.  TSS  sells  for  $75,000  and  has  three  installations. 

Fund  Accounting  System  (FUNDAC). 

Operational  on  an  IBM  System  34,  FUNDAC  is  designed  to 
support  the  accounting  related  functions  of  investment  and 
management  companies.  FUNDAC  is  priced  at  $50,000  and  has 
two  installations. 


INDUSTRY  MARKETS  Approximately  85%  of  Monchik-Weber's  revenues  are  derived 
from  the  securities  and  banking  industries,  with  the  remainder  coming  from  manufac- 
turing, insurance,  services  industry  and  government  sectors. 


GEOGRAPHIC  MARKETS  The  majority  of  Monchik-Weber  revenues  stem  from  sales 
within  the  New  York,  Boston,  Chicago,  and  Washington,  DC,  areas  where  the 
company  maintains  offices. 


COMPUTER  HARDWARE  The  Options  Monitor  network  uses  three  Data  General 
ECLIPSE  systems,  video  display  and  printing  terminals.  Access  to  the  network  is 
through  AT&T  long  lines.  Network  access  from  Europe  is  also  available. 
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Moore  Business 
Communication  Services 


Unit  President:  Gary  W.  Ampulski 

3 Hawthorn  Parkway 
Suite  160 

Vernon  Hills,  IL  60061-1447 
Phone:  (847)  367-3000 

Fax:  (847)  367-3005 

Internet:  http://www.moore.com 


BUSINESS  COMMUNICATION 
SERVICES 


Status:  Unit  of  Customer  Communication  Services 
Division  of  Moore  Corporation  Limited 
Employees:  1,000 

Division  Revenue:  $361,000,000 

Fiscal  Year  End:  12/31/95 


Key  Points 

• Moore  Business  Communication  Services, 
a unit  of  Moore’s  Customer 
Communication  Division,  provides 
information  processing  services, 
specializing  in  complex  mailing  projects. 

• Moore  Business  Communication  Services 
has  established  strategic  business  units  to 
focus  on  identified  vertical  markets 


including:  Financial,  Insurance,  Health 
Care,  Telecommunications,  Retail, 
Compliance,  and  Government. 

• The  Moore  sales  force  incorporates  product 
knowledge  with  industry  expertise  to 
provide  the  best  solution  for  its  clients’ 
outsourcing  needs. 

Company  Description 

Business  Communication  Services,  a unit  of 
Moore,  is  one  of  the  largest  information 
processing  outsourcing  providers  in  North 
America,  specializing  in  complex,  high- 
volume  mailing  applications. 
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• The  two  main  product  lines  are  statements 
and  cards  (credit  cards,  prepaid  calling 
cards,  ID  cards,  etc.). 

• More  than  1,000  major  corporations  and 
high  profile  government  agencies  in  the 
U.S.  and  Canada  use  the  unit’s  production 
and  distribution  services. 

• Moore  Business  Communication  Services 
is  a unit  of  Moore  Corporation  Limited, 
within  its  Customer  Communication 
Services  Division. 

Moore  Corporation  is  a global  leader  in 
providing  integrated  business 
communications  products,  services,  and 
solutions. 

• Established  in  1882  in  Toronto,  Moore  has 
approximately  19,000  employees  and  more 
than  100  production  facilities  serving 
clients  in  50  countries. 

• Moore  Corporation  Limited  had  1995  sales 
of  $2.6  billion  (U.S.). 

Organization  and  Structure 

Headquartered  in  Vernon  Hills  (near 
Chicago,  IL),  Moore  Business 
Communication  Services’  operations  include 
the  following  functions: 

• Sales 

• Marketing 

• Finance  and  Administration 

• Human  Resources 

• Operations  (U.S.  and  Canada) 

The  sales  organization  is  further  subdivided 
into  the  following  industry-specific  strategic 
business  units  (SBUs).  Each  SBU  is  led  by 
a Vice  President/General  Manager: 

• Financial 

• Insurance/Health  Care 


• Telecommunications 

• Retail 

• Compliance 

• Government 

• Business  Recovery 

Moore  Business  Communication  Services 
has  four  North  American  information 
processing  facilities. 

• The  facilities  are  in  Thurmont  (MD), 
Logan  (UT),  Mundelein  (IL),  and 
Mississauga  (Ontario,  Canada). 

• These  facilities  provide  data  processing 
and  electronic  printing  services  in 
combination  with  a variety  of  lithographic 
and  flexographic  printing,  finishing 
capabilities,  and  mailing  services. 

Sales  offices  are  located  throughout  North 
America,  concentrating  in  or  near  major 
metropolitan  areas. 

• As  part  of  Moore  Corporation,  the  unit 
also  has  access  to  a research  and 
development  center  in  Grand  Island  (NY). 
The  Moore  Research  Center  contains 
electronic,  mechanical,  chemical,  and 
software  laboratories,  as  well  as  a fully 
equipped  pilot  production  facility. 

• Moore  invests  nearly  $30  million  annually 
in  research  and  development  efforts. 

Unit  Strategy 

Employing  over  200  programmers,  project 
managers,  and  electronic  forms  composers, 
Moore  Business  Communication  Services 
has  the  human  resources  needed  to  handle 
application-level  document  reengineering 
projects  that  are  beyond  the  capabilities  of 
in-house  IS  departments. 
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• With  the  average  IS  development  backlog 
in  corporations  and  government  agencies 
now  being  measured  in  hundreds  of  man- 
years,  Moore’s  Business  Communication 
Services  unit  provides  an  alternative  to 
executives  who  previously  were  faced  with 
the  choice  of  either  doing  everything  in- 
house  or  outsourcing  the  entire  IS 
department. 

• Moore’s  cycle  time  advantage,  which 
allows  changes  to  be  implemented  quickly, 
makes  these  organizations  far  more 
competitive  or  efficient. 

This  large  unmet  need  in  the  marketplace, 
coupled  with  the  operational  capabilities  of 
Moore  Business  Communication  Services, 
supports  Moore’s  strategy  as  a global  leader 
in  providing  integrated  business 
communication  products,  services,  and 
solutions  that  create  efficiency  and  enhance 
competitiveness  for  customers. 

Financials 

The  Customer  Communication  Division  of 
Moore  reported  1995  North  American 
revenue  of  $361  million. 

INPUT  estimates  that  Business 
Communication  Services’  1995  revenue  was 
more  than  $120  million,  with  growth  in 
excess  of  20%  over  1994  levels. 

Market  Financials 

Moore  Business  Communication  Services 
provides  outsourcing  services  to  various 
industries,  including  finance, 
telecommunications,  government, 
compliance,  retail,  insurance,  and  health 
care. 


Geographic  Markets 

The  majority  of  Moore  Business 
Communication  Services’  revenue  is  derived 
from  North  America. 

The  company’s  North  American  market 
encompasses  the  top  50  North  American 
metropolitan  areas. 

Employees 

Moore  Business  Communication  Services 
has  1,000  employees  in  North  America, 
including  850  employees  in  the  U.S. 

Key  Products  and  Services 

Moore  Business  Communication  Services 
provides  the  following  services: 

• Complete  outsourcing  of  statement 
reengineering  and  production 

• Compliance  reporting  (1099s,  W-2s,  1098s, 
T4s,  T5s) 

• Loyalty  programs  that  integrate  card 
services  and  database-driven 
statements/coupons 

• Prepaid  telephone  calling  card  production 
and  fulfillment  services 

• Print  and  mail  business  recovery  services 

• Electronic  display  of  exact  statement 
images  (CD  ROM  or  on-line) 

Client  organizations  transmit  or  mail 
transaction  output  files  to  the  Moore 
Business  Communication  Services 
information  processing  facilities.  Moore 
personnel  transform  the  data  from  raw 
computer  output  into  attractive  statement 
and  card  packages  that  are  delivered  to 
households  and  businesses  at  the  lowest 
possible  postage  rates. 
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• In  the  past  12  months,  the  four  Moore 
Business  Communication  Services 
facilities  processed  client  data  files 
containing  more  than  10  billion 
transaction  records,  electronically  printed 
this  information  onto  one  billion  sheets  of 
paper,  and  produced  more  than  400 
million  first-class  mail  packages  that  were 
delivered  in  the  U.S.  and  Canada. 

• In  the  first  two  months  of  1996,  100 
million  interest  and  payroll  reporting 
documents  (1099s  and  W-2s  in  the  U.S.; 
T4s  and  T5s  in  Canada)  were  processed 
and  electronically  printed  and  mailed  from 
Moore  Business  Communication  Services 
facilities  in  Maryland,  Utah,  Illinois,  and 
Ontario  (Canada). 

Moore’s  Business  Communication  Services 
unit  provides  a complete  document 
processing  and  enhancement  service, 
including  total  project  management, 
consultation  on  improved  document 
readability,  loyalty  program  design,  data  file 
reformatting  and  merging,  postage  discount 
optimization,  forms  printing,  variable 
electronic  printing,  inserting,  and  mailing. 

• The  two  hub  facilities  in  the  U.S.  are 
United  States  Postal  Service  (USPS) 
Detached  Mail  Units,  allowing  postal 
service  employees  to  accept  pallets  of  mail 
directly  from  Moore  employees. 

• On  a 24-hour  basis,  these  postal 
employees  load  USPS  mail  trucks  with 
these  pallets  for  delivery  to  the  nearest 
Processing  and  Distribution  Facility  or 
directly  to  airports. 

MooreRAMP  is  a PC-based  product  that 
provides  clients  with  direct  access  to  Moore’s 
production  facilities.  MooreRAMP  allows 
clients  to  access  historical  documents,  create 


and  select  criteria  for  marketing  messages, 
and  proof  changes  to  the  documents. 

Computer  Hardware  and  Software 

The  Moore  Business  Communication 
Services  facilities  use  state-of-the-art 
commercial  and  proprietary  technology. 

• Moore  currently  uses  the  latest  IBM 
mainframes  in  its  data  centers  to  support 
client  data  processing  needs.  These 
mainframes  have  processors  attached  for 
the  termination  of  direct  connect  lines  to 
client  CPUs. 

• The  use  of  VTAM  and  NCP  software 
allows  Moore  to  connect  to  clients  as  a 
Remote  Job  Entry  node.  Moore  can 
support  bisynch  or  SDLC  connections  into 
each  center.  The  company  can  also 
support  leased  or  dial-up  lines,  depending 
upon  the  volume  and  the  frequency  of  any 
client  transmission. 

• UNIX  emulation  packages,  TCP/IP 
(transmission  control  protocol  and 
Internet  protocol),  frame  relay,  DEC  SNA 
gateways,  and  various  routers  and 
gateways  have  also  been  employed  to 
establish  connections. 

• In  addition  to  commercially  available 
software,  Moore  has  installed  client- 
proprietary  software  for  the  transmission 
of  files. 

Clients 

The  unit  has  more  than  1,000  clients. 

A sample  of  clients  includes:  American 
Funds,  Bank  of  America,  Bank  One, 
Chrysler  Financial,  Citibank,  Commercial 
Federal  Mortgage  Corporation,  Eli  Lilly, 
Federal  Express,  J.C.  Penney,  John 
Hancock,  Intuit  Corporation,  and  the  U.S. 
federal  government. 
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Marketing  and  Sales 

Moore  Business  Communication  Services 
markets  its  services  through  a direct  sales 
force  of  approximately  100  in  North 
America. 

Alliances 

Moore  Business  Communication  Services 
has  alliances/agreements  with  various 
vendors,  including  the  following: 

• In  April  1996,  Moore  Business 
Communication  Services  and  Comdisco 
Disaster  Recovery  Services  (CDRS) 
announced  a joint  marketing  agreement 
whereby  CDRS’  customers  will  be  able  to 
use  Moore’s  print  and  mail  business 
recovery  services  to  process  critical  mail 
communications,  such  as  accounting 
statements,  checks,  and  other  essential 
business  documents  in  the  event  of  a 
disaster. 

• In  May  1996,  Moore  Business 
Communication  Services  and  SunGard 
Recovery  Services  announced  a 
comarketing  agreement  similar  to  the  one 
announced  earlier  with  CDRS. 

• In  1994,  Moore  Business  Communication 
Services  announced  a comarketing 
agreement  with  Unicorn  Systems  to  jointly 
provide  jury  noticing  services  for  state 
court  systems. 


Assessment 

Moore  Business  Communication  Services’ 
strengths  include  its  excellent 
responsiveness  to  customer  requests  as  well 
as  having  traditional  printing,  electronic 
printing,  data  processing,  finishing,  and 
distribution  all  under  one  roof. 

The  unit’s  key  challenge  over  the  coming 
year  is  to  expand  its  loyalty  program 
offering  to  all  vertical  markets  and  to 
deliver  statements  both  electronically  and 
through  the  U.S.  Postal  Service. 


Parent  Company 
Moore  Corporation  Limited 
1 First  Canadian  Place 
Toronto,  Ontario 
Canada  M5X  1G5 
Phone:  (416)  364-2600 
Fax:  (416)  360-4767 
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MOORE* 

CUSTOMER  COMMUNICATION 
SERVICES 


Status:  Division  of  Moore  Corporation  Limited 

Employees  Worldwide:  3,000 

Worldwide  Product  Line  Revenues:  $630,000,000 
Fiscal  Year  End:  12/31/97 


Key  Points 

• Corporate  leaders  now  recognize  that  attracting  and  retaining  customers  requires  an 
integrated  communication  program  that  delivers  personalized  messages  through  multiple 
channels.  Market  research  has  proven  that  delivering  the  same  message  in  a consistent 
fashion  through  multiple  communication  channels  dramatically  improves  the 
effectiveness  of  the  message. 

• Moore’s  Customer  Communication  Services  Division  provides  outsourcing  services  that 
integrate  database  modeling,  direct  mail,  customized  statements  and  outbound 
telemarketing  to  help  corporations  worldwide  attract  new  customers  and  retain  existing 
customers. 
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• Moore  operates  20  different  document  processing,  database  modeling  and  telemarketing 
facilities  in  12  different  countries.  In  1997,  Moore  conducted  over  3 million  phone 
conversations  and  produced  over  2.5  billion  documents  on  behalf  of  its  corporate  clients 
from  these  facilities.  These  highly  personalized  documents  and  phone  conversations 
resulted  in  significant  improvements  in  customer  acquisition  and  retention  levels  for 
Moore’s  clients. 

• The  Moore  sales  force  focuses  on  selling  complete  communication  programs  that  are 
project  managed  by  Moore  personnel  on  an  outsource  basis. 

Division  Description 

• Customer  Communication  Services,  a division  of  Moore,  is  one  of  the  largest 
communication  program  outsourcing  providers  in  the  world.  This  division  has 
successfully  integrated  the  production  of  customized  documents  with  other 
communication  channels  in  which  the  same  database  is  used  to  select  the  right  message 
for  the  right  customer  at  the  right  time.  Modes  of  communication  include  direct  mail, 
reengineered  statements,  outbound  phone  calls  and  the  Internet. 

• More  than  2,000  major  corporations,  non-profit  organizations  and  advertising  agencies  in 
14  countries  use  the  division’s  program  strategy,  database  modeling,  creative  services,  or 
production  services  to  improve  performance  in  both  acquiring  and  retaining  customers. 

The  Parent  Company 

• Moore  Corporation  is  a global  leader  in  providing  integrated  business  communications 
products,  services,  and  solutions. 

• Established  in  1882  in  Toronto,  Moore  has  approximately  20,000  employees  and  more 
than  100  production  facilities  serving  clients  in  47  countries. 

• Moore  Corporation  Limited  had  1997  sales  of  $2.6  billion  (U.S.).  Approximately  one-third 
of  Moore’s  revenues  came  from  its  Customer  Communication  Services  product  fine.  The 
remaining  two-thirds  were  produced  from  the  business  forms  and  business  equipment 
product  fines. 

Organization  and  Structure 

• Headquartered  in  Lake  Forest,  IL  (near  Chicago,  IL),  the  Customer  Communication 
Services’  Division  includes  the  following  capabilities: 

■ Program  strategy  consultation 

■ Database  warehousing  and  modeling 

■ Statement  and  direct  mail  creative  design 

■ Script  design  for  outbound  teleserving 
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■ Telemarketing  call  centers 

■ Statement  re-engineering  centers 

■ Complete  document  production  facilities 

Physical  Locations 

• Dedicated  statement  re-engineering  and  production  facilities  in  the  U.S.  are  in  Thurmont 
(MD),  Windsor  (CT),  Logan  (UT),  and  Mundelein  (IL).  Outside  the  U.S.,  dedicated 
statement  facilities  are  in  Mississauga  (Ontario,  Canada)  Milan  and  Rome  (Italy)  and 
Amsterdam  (Holland). 

• Dedicated  direct  mail  production  facilities  in  the  U.S.  are  in  Green  Bay  and  DePere  (WI). 
Outside  the  U.S.,  facilities  are  located  in  Cosne-sur-Laoire  (France),  Vastervik  (Sweden), 
and  Erembodegem  (Belgium). 

• Integrated  facilities  that  handle  both  direct  mail  and  statement  outsourcing  are  located  in 
Montreal  (Quebec,  Canada),  San  Paulo  (Brazil),  and  Mexico  City  (Mexico). 

• Telemarketing  and  database  modeling  services  are  delivered  from  offices  in  Bath 
(England,  UK),  Farmington  Hills  (MI),  Logan  (UT)  and  Green  Bay  (WI). 

Research  and  Development 

• As  part  of  the  Moore  Corporation,  this  division  also  has  access  to  a research  and 
development  center  in  Grand  Island  (NY).  The  Moore  Research  Center  contains 
electronic,  mechanical,  chemical,  and  software  laboratories,  as  well  as  a fully  equipped 
pilot  production  facility. 

• Moore  invests  nearly  $30  million  annually  in  research  and  development  efforts. 

Division  Strategy 

• Moore  offers  improved  customer  retention  and  acquisition  performance  and  under  certain 
circumstances,  will  guarantee  improvement  through  a high  reward,  low  risk  revenue 
sharing  formula. 

• Using  it’s  heritage  as  a world  class  business  forms  printer,  Moore  can  offer  a complete 
document  based  business  to  customer  communication  program  integrated  with  state  of 
the  art  database  modeling  and  telemarketing  services. 

• With  worldwide  staffing  of  over  1000  strategists,  programmers,  project  managers,  and 
document  designers,  Moore  Customer  Communication  Services  has  the  human  resources 
needed  to  handle  the  re-engineering  of  large  scale,  integrated  customer  communication 
programs. 


Page  3 of  7 


Moore  Customer  Communication  Services 

©INPUT  1998.  Reproduction  prohibited.  June  1998 


INPUT  Vendor  Profile 


• Moore’s  Customer  Communication  Services  Division  provides  an  alternative  to  marketing 
executives  who  previously  were  faced  with  the  choice  of  either  doing  everything  in-house 
or  outsourcing  individual  portions  of  their  customer  acquisition  and  retention  program  to 
multiple  vendors. 

• Moore’s  cycle  time  advantage,  which  accelerates  both  implementation  and  change  to  large 
scale  integrated  programs,  makes  Moore’s  clients  far  more  competitive  or  efficient  in  the 
way  the  acquire  and  retain  customers. 

• This  large  unmet  need  in  the  marketplace,  coupled  with  the  operational  capabilities  of 
Moore’s  Customer  Communication  Services,  supports  Moore’s  strategy  as  a global  leader 
in  providing  integrated  business  communication  products,  services,  and  solutions  that 
create  efficiency  and  enhance  competitiveness  for  Moore’s  clients. 

Financial  Overview 

• The  Customer  Communication  Services  Division  of  Moore  reported  1997  North  American 
revenue  of  over  $400  million,  a 10%  increase  over  1997.  Global  revenues  grew  10%  and 
reached  $630  million  in  1997. 

Markets  Served 

• Moore  Customer  Communication  Services  provides  outsourcing  services  to  various 
vertical  markets  including  finance,  insurance,  healthcare,  publishing, 
telecommunications,  automotive,  and  grocery  retail.  Geographic  markets  include  the 
United  States,  Canada,  Mexico,  Western  Europe,  Brazil,  Venezuela,  Australia  and  New 
Zealand. 

Employees 

• Moore  Customer  Communication  Services  has  more  than  3000  employees  in  the 
geographic  markets  it  serves. 

Detailed  Service  Description 

• During  strategy  development,  Moore  personnel  segment  a client’s  database  and  propose 
appropriate  messaging  and  media  combinations  matched  to  segment  demographics. 

When  agreement  is  reached  on  overall  strategy,  Moore  begins  simultaneously  redesigning 
the  statement,  creating  attractive  direct  mail  pieces,  constructing  telemarketing  scripts 
and  building  overall  data  handling  procedures. 

• Strategy  execution  begins  with  regularly  scheduled  deliveries  and/or  transmissions  of 
billing  data  and  customer  file  updates  to  the  Moore  information  processing  facilities. 

Moore  personnel  update  the  marketing  database  with  current  spending  patterns  and 
continually  refine  the  segmentation. 

• With  each  update  cycle,  personalized  documents  and/or  out  bound  telephone  calls  are 
directed  to  the  targeted  audience  to  either  acquire,  retain  or  grow  the  client  relationship. 
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Multiple  tactics  are  employed  to  test  each  cell’s  reaction  to  both  the  message  and  the 
combined  effects  of  multiple  communication  channels. 

• The  continual  testing  of  various  messages,  media  and  timing  combinations  versus  control 
groups  leads  to  the  optimum  mixture  that  yields  the  highest  return  on  investment  of 
marketing  dollars. 

• To  give  clients  up  to  the  minute  status  information  on  document  production,  Moore  has 
acquired,  through  internal  development  and  licensing,  a PC-based  Internet  compatible 
product  that  provides  clients  with  direct  access  to  job  status  databases  located  in  the 
production  facilities. 


Integrated  Customer  Acquisition  and  Retention 


Predictive 
Behavior  Modeling 


Churn  Reduction 
Phone  Conversations 


Pay  Bill,  Spend  More 
Sign/Renew  Contract 


2.  Manufacture  Bills  & Letters 
•reformat  and  hygiene  data 
•merge  with  personalized  messages 
•litho  print  form 

•electronically  print  variable  data 
•fold  and  insert  document 
•update  Internet  server 


3.  Distribute  Bills  & Letters 
•deliver  paper  documents  to  USPS 
•deliver  e-mail  documents  on-line 


Postal 

Service 


Invoices  and  letters 


Source:  Moore  Customer  Communication  Services 


Computer  Hardware  and  Software 

• The  Moore  Customer  Communication  Services  facilities  use  state-of-the-art  commercial 
and  proprietary  technology. 
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• Moore  currently  uses  the  latest  IBM  mainframes  in  its  data  centers  to  support 
document  processing  needs.  Oracle  is  the  database  management  tool  of  choice  for 
servers,  database  modeling,  Internet  Commerce  and  presentation  of  telemarketing 
scripts. 

Clients 

• A sample  of  clients  includes:  AT&T,  Airtouch  Wireless  Communications,  Bank  of 
America,  Bank  One,  Chrysler  Financial,  Citibank,  DHL,  Fingerhut,  Ford  Credit,  and 
Ford  Motor  Company. 

Marketing  and  Sales 

• Moore  Customer  Communication  Services  markets  its  services  through  a direct  sales 
force  of  approximately  250  in  North  America,  Europe,  Latin  America  and  Asia. 

Alliances  and  Acquisitions 

• Moore  Customer  Communication  Services  has  relationships  with  various  companies, 
including  the  following: 

■ In  June  1997,  Moore  announced  an  alliance  for  Internet  document  delivery 
capabilities  with  Bluegill  Technologies.  A customized  version  of  the  Bluegill  system 
permits  Moore  to  notify  households  via  Internet  E-mail  that  their  statement  is  ready 
for  viewing  and  printing. 

■ In  April  1997,  Moore  Business  Communication  Services  announced  an  alliance  with 
Siegel  & Gale,  an  international  strategic  marketing  firm.  The  alliance  permits 
Siegel  & Gale  to  offer  document  re-design  consulting  services  to  companies  that 
outsource  document  production  and  mailing  to  Moore. 

■ In  April  1996,  Moore  Corporation  acquired  NEPS,  a New  Hampshire-based  systems 
integrator  and  software  provider,  well-known  in  the  insurance  industry.  NEPS  is 
now  a primary  subcontractor  to  Moore  Business  Communication  services  for 
industry  specific  application  development. 

■ In  April  1996,  Moore  and  Comdisco  Disaster  Recovery  Services  (CDRS)  announced  a 
joint  marketing  agreement  whereby  CDRS’  customers  can  use  Moore’s  print  and 
mail  business  recovery  services  to  process  critical  mail  communications,  such  as 
accounting  statements,  checks,  and  other  essential  business  documents  in  the  event 
of  a disaster. 

■ In  June  1997,  Moore  formed  an  alliance  with  EPS  (Electronic  Printing  Services)  of 
Milwaukee,  WI.  to  produce  sate-of-the-art  high  quality  service  reminders  for  the 
automotive  dealer  marketplace. 

■ In  March  1997,  Moore  acquired  Phoenix  Technology  Group  of  Farmington  Hills,  MI. 
This  world  class  teleservicing  and  database  marketing  organization  has  proven 
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success  with  customer  retention  programs  in  the  automotive,  telecommunication 
and  financial  markets. 

Assessment 

• Moore  Customer  Communication  Services’  strengths  include  its  ability  to  quickly 
implement  large  scale  integrated  customer  communication  programs  which  can  be 
easily  modified  as  market  conditions  change.  Moore’s  unique  position  as  a single  source 
provider  for  database  marketing,  statement  re-engineering,  teleservicing  and 
customized  direct  mail  give  it  a significant  cycle  time  advantage  over  its  competition. 

Parent  Company 
Moore  Corporation  Limited 
1 First  Canadian  Place 
Toronto,  Ontario 
Canada  M5X  1G5 
Phone:  (416)  364-2600 
Fax:  (416)  360-4767 


This  Vendor  Profile  of  Moore  Customer  Communication  Services  is  reprinted  with  permission 
from  INPUT,  a worldwide  provider  of  market  research  analysis  and  consulting  services  focused 
on  the  information  services  industry.  It  is  offered  as  part  of  INPUT’S  Vendor  Analysis 
Program.  For  more  information  about  this  continuous  services  program  or  other  U.S.  and 
European  vendor  company  profiles,  please  contact  Mark  Drisko  at  (650)  528-6318;  by  fax  at 
(650)  961-3966;  or  by  E-mail  to  mdrisko@input.com. 

INPUT  exercises  its  best  efforts  in  preparation  of  this  information  and  believes  it  to  be 
accurate.  INPUT  shall  have  no  liability  for  any  loss  or  expense  that  may  result  from 
incompleteness  or  inaccuracy  of  this  information. 
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COMPANY  PROFILE 


MORINO  ASSOCIATES,  INC. 

8615  Westwood  Center  Drive 
Vienna,  VA  22180-2215 
(703) 734-9494 


Mario  M.  Morino,  Chairman,  President, 
and  CEO 

Public  Corporation,  OTC 
Total  Employees:  237 
Total  Revenue,  Fiscal  Year  End 
6/30/87:  $33,250,000 


THE  COMPANY 

• Morino  Associates  was  founded  in  1973  by  Mario  Morino  and  William  Witzel  to 
design  and  market  systems  software  for  IBM  and  compatible  mainframes.  The 
company's  product  lines  feature  monitoring,  measurement,  and  management 
tools  for  MVS  and  MVS/XA  installation  management,  computer  systems  per- 
formance evaluation,  and  accountability. 

• In  October  1986  the  company  made  an  initial  public  offering  of  900,000  shares 
of  common  stock.  Net  proceeds  of  approximately  $8  million  will  be  used  for 
general  corporate  purposes. 

• Fiscal  1987  revenue  reached  $33.3  million,  a 35%  increase  over  fiscal  1986 
revenue  of  $24.6  million.  Net  income  was  $6.2  million,  a 47%  increase  over 
net  income  of  $4.2  million  for  fiscal  1986.  A five-year  financial  summary 
follows: 
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MORINO  ASSOCIATES,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


(a)  Restated  to  reflect  a 3-for-2  stock  split  effected  in  the  form  of  a stock 
dividend  on  June  17,  1987. 

• Morino  Associates'  management  attributes  revenue  increases  to  the  following: 

Renewal  license  fee  revenue  rose  48%  during  fiscal  1987  as  a result  of 
an  expanding  client  base  and  a price  increase  instituted  on  January  I, 
1987. 

Revenues  from  initial  license  fees  increased  26%  during  fiscal  1987 
primarily  as  a result  of  increased  unit  sales  of  the  company's  MICS  and 
PAS  products  in  the  U.S.  and  Europe  and  a price  increase  instituted  in 
January  I 987. 

• Expenditures  for  research  and  product  development  (before  capitalization  of 
certain  software  development  costs  of  $704,000  in  fiscal  1987)  were  approxi- 
mately $4.1  million,  $3.6  million,  and  $2.9  million  in  fiscal  1987,  1986,  and 
1 985,  respectively. 

• In  July  1987  Morino  Associates  announced  it  had  formed  a strategic  alliance 
with  Business  Software  Technology  (BST)  of  Westborough  (MA). 

Under  the  terms  of  the  agreement,  Morino  Associates'  information 
product  line  and  BST's  ENDEVOR  change  management  product  line  are 
to  be  interfaced  and  the  companies  are  to  form  a technical  advisory 
group  to  coordinate  joint  development  efforts. 


2 of  8 

November  1 987 


©1987  by  INPUT.  Reproduction  Prohibited. 


INPUT 


M0R1N0  ASSOCIATES,  INC. 


In  addition,  Morino  Associates  will  purchase  an  equity  interest  in  BST 
by  investing  approximately  $1.5  million,  and  Mario  M.  Morino,  Presi- 
dent and  CEO  of  Morino  Associates,  will  join  BST's  Board  of  Directors. 

The  agreement  also  provides  for  Morino  Associates  to  market  and 
support  BST's  products  internationally. 

Morino  Associates  will  use  BST's  ENDEVOR-CI  change  management 
product  for  the  quality  assurance  and  distribution  of  Morino  Associates' 
MICS  products;  and  BST  will  use  the  MICS  I/S  Management  Support 
System  to  analyze  its  product  development  activity  and  computer 
services  usage,  and  for  benchmark  analysis. 

• As  of  June  30,  1987,  Morino  Associates  had  237  employees,  segmented  as 
follows: 


Marketing/sales 

99 

Product  development  and  support 

1 1 1 

General  and  administrative 

27 

237 

• Morino  Associates'  competitors  include  IBM,  Candle  Corporation,  and  Boole  & 
Babbage. 

KEY  PRODUCTS  AND  SERVICES 


• Ninety-three  percent  ($30.8  million)  of  Morino  Associates'  fiscal  1987  revenue 
was  derived  from  initial  and  renewal  license  fees  for  the  company's  system 
software  products.  The  remaining  7%  ($2.4  million)  was  derived  from  educa- 
tion services  and  other  sources.  A three-year  summary  of  source  of  revenue 
by  product  line  follows  ($  thousands): 


Fiscal  Year 

Item 

6/8 

7 

6/86 

6/8 

15 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

MICS 

$25,019 

75% 

$18,104 

74% 

$13,884 

74% 

TSO/MON 

4,610 

14 

4,063 

17 

2,920 

15 

PAS 

1,185 

4 

503 

2 

293 

2 

Other 

2,436 

7 

1,884 

7 

1,697 

9 

Total 

$33,250 

100% 

$24,554 

100% 

$18,794 

100% 
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Morino  Associates  offers  the  MICS  product  line,  consisting  of  the  MICS  base 
product  and  13  optional  products;  TSO/MON,  consisting  of  the  TSO/MON  base 
product  and  one  optional  product;  and  the  PAS  product.  The  products  are 
designed  for  IBM  and  compatible  mainframes  running  under  MVS  or  MVS/XA. 

MICS  enables  a client  to  manage,  monitor,  and  analyze  more  effectively  the 
use,  cost,  and  performance  of  data  processing,  and  of  computer  networks. 
With  MICS  a client  can  build  and  manage  a data  base  which  can  store  current 
and  historical  information  on  availability,  reliability,  performance,  costs, 
service,  audit  trails,  and  resource  usage.  Information  in  the  data  base  is 
accessible  through  reports  that  are  used  by  managers,  technicians,  and 
analysts  to  evaluate  and  improve  the  performance  of  their  computer  facili- 
ties. 


MICS  Base.  The  base  product  provides  the  architecture  of  the  MICS 
system,  and  includes,  in  addition  to  three  products  packaged  with  the 
MICS  Base  product,  the  MICS  Information  Center  Facility,  and  a data 
base  applications  generator.  The  former  provides  access  to  the  data 
base  and  enables  users  to  easily  generate  reports;  the  latter  enables 
users  to  incorporate  their  own  data  sources  into  the  data  base  to  meet 
specialized  needs. 

The  three  products  packaged  with  the  MICS  Base  product—MICS  SMF, 
MICS  RMF , and  MICS  TSO — process  data  from  each  one's  respective 
data  source  and  integrate  the  data  into  the  data  base.  The  MICS  SMF 
and  MICS  RMF  products  provide  data  for  MVS  activity  analysis,  and 
MICS  TSO  uses  data  collected  by  the  company's  TSO/MON  product  for 
advanced  TSO  analysis. 

MICS  option  products.  A MICS  optional  product  gathers  and  processes 
data  from  sources  outside  of  the  data  base  and/or  processes  existing 
data  in  the  MICS  data  base.  The  13  optional  products  include  the 
following: 


MICS  IMS  maintains  measurement  data  from  two  sources  that 
quantify  the  service,  availability,  workload,  and  user  activity  of 
IBM's  IMS  and  reduces  the  amount  of  computer  time  necessary 
to  process  and  extract  IMS  log  data. 

MICS  CICS  maintains  measurement  data  that  quantifies  the 
service,  availability,  workload,  and  user  activity  of  IBM's  CICS. 

MICS  Installation  Accounting  collects  and  maintains  data  that 
allows  management  to  account  for  the  use  of  data  processing 
equipment,  computer  networks  and  related  facilities,  and  charge 
individual  users  for  such  services  and  functions. 

MICS  System  Reliability  maintains  software  and  hardware 
malfunction  data  and  identifies,  tracks,  and  reports  hardware 
errors  by  type. 
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. MICS  Capacity  Planning  includes  guides,  software,  tutorials,  and 
reports  that  address  two  major  tasks  of  hardware  capacity 
planning:  workload  characterization  and  workload  forecasting. 

. MICS  Performance  Management  includes  a guide,  software, 
tutorials,  case  studies,  and  reports  that  address  computer  hard- 
ware and  software  performance  improvement. 

. MICS  VM  maintains  measurement  data  that  quantifies  workload, 
performance,  and  user  activity  of  VM  and  CMS. 

. MICS  DASD  Space  Management  maintains  information  about 
DASD  storage  utilization. 

. MICS  I/S  Management  Alert  includes  a management  reporting 
system  that  provides  a consolidated  view  of  all  I/S  activities  and 
processes  and  provides  a means  for  setting  goals,  monitoring 
achievements  against  those  goals,  analyzing  and  resolving  prob- 
lems, and  planning  for  implementation  changes. 

. MICS  SNA  Network  maintains  information  on  SNA  performance, 
activity,  and  reliability. 

. MICS  DB2  maintains  information  on  the  usage  and  performance 
of  IBM's  DB2. 

. MICS  MVS  Model  Generator  provides  an  active  interface 
between  the  MICS  data  base  and  standard  analytic  modeling 
products. 

. MICS  IDMS  maintains  measurement  data  that  quantifies  the 
service,  workload,  and  activity  of  Cullinet  Software's  IDMS  and 
IDMS/R,  running  with  the  IDMS/R  Performance  Monitor. 

During  fiscal  1987,  the  company  introduced  MICS/NET,  an  entry-level 
MICS  package  designed  to  control  the  use,  cost,  and  performance  of 
the  SNA  network.  It  is  comprised  of  the  MICS  system  architecture,  a 
data  base  applications  generator,  the  MICS  Information  Center  Facil- 
ity, and  the  MICS  SNA  Network  product.  MICS/NET  can  be  upgraded 
for  broader  use  by  the  addition  of  other  MICS  products.  MICS/NET 
collects,  integrates,  and  organizes  data  from  various  IBM  network 
products  for  users  who  need  to  perform  extensive  SNA  network 
analysis. 

As  of  June  30,  1987,  the  company  had  installed  4,161  copies  of  MICS 
(831  base  products  and  3,330  optional  products). 

• TSO/MON  monitors  IBM's  TSO  and  produces  summary  and  detailed  reports  for 
TSO  problem  analysis  and  performance  evaluation.  TSO/MON  is  used  to 
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manage  daily  TSO  problem  analysis  and  to  generate  management  reports  on  a 
weekly,  monthly,  and  quarterly  basis.  It  is  also  used  to  conduct  capacity 
studies,  user  audits,  and  realtime  evaluations  of  TSO  performance.  TSO/MON 
includes  the  base  product  and  one  optional  product. 

The  TSO/MON  base  product  allows  the  client  to  record  TSO  and  TSO 
network  usage  and  provides  summary  and  detail  usage  and  audit  reports 
on  a daily  basis.  In  addition,  it  reports  a user’s  activity  while  operating 

Tc^e/M/SPF'  These  reP°rts  are  based  the  data  collected  by 
ISO/MON  and  include  information  on  user  identity,  hardware  resources 
used,  time  of  use,  and  the  responsiveness  of  the  service. 

TSO/MON’s  optional  product,  TSO/MON  ONLINE,  enables  a client  to 
track  the  usage  of  TSO  on  a real-time  basis. 

As  of  June  30,  1987,  the  company  had  installed  871  copies  of  TSO/MON 
(744  base  products  and  127  optional  products). 

(Problem  Alert  System)  is  a systems  software  management  system  that 
addresses  problem  avoidance,  product  planning,  and  diagnostic  research  and 
teatures  a research  service  that  locates  and  classifies  known  problems  in  MVS 
systems  software  and  related  IBM  program  products  according  to  operational 
area  and  severity  of  the  problem.  PAS  includes  a data  base,  software  mainte- 
nance analyzer,  and  a problem  reporting  subsystem. 

The  data  base  is  updated  and  sent  to  clients  bi-monthly. 

The  analyzer  matches  a client's  systems  software  maintenance  status 
against  high-risk  problems  in  the  data  base,  provides  available  correc- 
tions, and  identifies  those  problems  that  are  unresolved. 

The  problem  reporting  subsystem  generates  summary  and  detail  reports 
that  provide  information  about  the  problems,  their  severity,  as  well  as 
the  actions  required  to  resolve  them. 

As  of  June  30,  I 987,  the  company  had  installed  I 02  copies  of  PAS. 

Morino  Associates  licenses  its  software  to  its  clients  on  an  annual  basis. 

bottware  support  services  and  maintenance  is  included  in  the  annual  license 
agreement. 

The  initio!  year  license  fee  for  the  MICS  Base  product  is  $39,900,  and 

Joennnfia  /onannnCe^Se  fee  for  the  °Ptional  MICS  products  ranges  from 
V,uuu  to  S2 0,000.  Renewal  year  license  fees  as  a percentage  of  initial 
fees  for  MICS  are  28%  for  the  base  product  and  approximately  33%  for 
the  optional  products. 

The  TSO/MON  base  product  initial  year  license  fee  is  $26,000  and  the 

TcJwL™f.ar  llcense  fees  for  Its  optional  product  is  $9,000.  The 
ISO/MON  renewal  year  license  fee  as  a percentage  of  the  initial  year 
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license  fee  is  13%  for  the  base  product  and  20%  for  the  optional 
product. 

The  initial  year  license  fee  for  PAS  is  $19,000.  The  renewal  year 
license  fee  for  PAS  is  33%  of  the  initial  year  license  fee. 

The  company  offers  certain  price  discounts  to  multi-site  purchasers 
and  educational  institutions. 

During  fiscal  1987,  approximately  96%  of  client  licenses  for  the 
company's  MICS  and  TSO/MON  base  products  and  the  PAS  product 
were  renewed. 

A three-year  summary  of  source  of  license  revenue  based  on  first  year 
license  revenues  (initial  revenues)  versus  renewal  revenues  follows: 


6/87 

6/86 

6/85 

Initial  revenue 

- MICS 

- TSO/MON 

- PAS 

38.6% 

7.7 

2.8 

41.7% 

10.6 

0.9 

49.9% 

9.6 

1.7 

49.1% 

53.2% 

61.2% 

Renewal  revenue 

- MICS 

- TSO/MON 

- PAS 

42.6% 

7.3 

1.0 

38.1% 

7.3 

1.4 

31.3% 

7.5 

50.9% 

46.8% 

38.8% 

Total 

100% 

100% 

100% 

• Morino  Associates  education  program  includes  five  MICS  courses  and  one 
TSO/MON  course  conducted  by  trained  Morino  employees  at  the  company's 
headquarters  in  Vienna  (VA).  Similar  classes  are  conducted  in  the  U.K.  and  in 
West  Germany. 

INDUSTRY  MARKETS 

• Morino  Associates'  clients  include  manufacturers,  banks,  insurance  companies, 
utilities,  and  federal  and  state  government  agencies. 

• As  of  June  30,  1987,  the  company  had  licensed  one  or  more  of  its  products  to 
approximately  88%  of  the  top  50  Fortune  500  industrial  companies  and 
approximately  28%  and  37%  of  the  Fortune  500  industrial  and  Fortune  500 
services  companies,  respectively. 
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GEOGRAPHIC  MARKETS 


Approximately  82%  of  Morino  Associates  fiscal 
from  the  U.S.  and  18%  from  international  sources, 
source  of  revenue  follows  ($  thousands): 


1987  revenue  was  derived 
A three-year  summary  of 


Fiscal  Year 

Item 

6/ 

87 

6/86 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

U.S. 

International 

$27,182 

6,068 

82% 

18 

$20,997 

3,557 

86% 

14 

$16,519 

2,275 

88% 

12 

Total 

$33,250 

100% 

$24,554 

100% 

$18,794 

100% 

The  company  markets  its  products  in  the  U.S.,  Canada,  and  Australia  from  its 
headquarters  in  Vienna. 


The  company  markets  its  products  in 
West  Germany,  Sweden,  and  Belgium. 


Europe  from  offices  in  England,  France, 
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MORINO  ASSOCIATES,  INC. 

8615  Westwood  Center  Drive 
Vienna,  VA  22180 
(703)  734-9494 


Mario  Morino,  President 
Private  Corporation 
Total  Employees:  140 
Total  Revenue,  Fiscal  Year  End 
6/30/85:  $18,500,000 


THE  COMPANY 

• Morino  Associates  was  founded  in  1973  by  Mario  Morino  and  William  Witzel  to 
design  and  market  systems  software  for  IBM  and  compatible  mainframes.  The 
company's  product  lines  feature  monitoring,  measurement,  and  management 
tools  for  MVS  installation  management,  computer  systems  performance 
evaluation,  and  accountability. 

• Morino's  fiscal  1985  product  revenue  (excluding  investment  income)  was 
$18,200,000,  a 46%  increase  over  1984  product  revenue  of  $12,457,000.  The 
company  has  been  profitable  since  inception  and  during  the  past  five  years  has 
had  a 61%  average  annual  increase  in  product  revenue.  A five-year  product 
revenue  summary  follows: 


MORINO  ASSOCIATES,  INC. 
FIVE-YEAR  PRODUCT  REVENUE  SUMMARY 
($  thousands) 


~~~  __FISCAL  YEAR 

ITEM 

6/85 

6/84 

6/83 

6/82 

6/81 

Product  revenue  (a) 

$18,200 

$12,457 

$8,200 

$4,505 

$2,409 

. Percent  increase 
from  previous  year 

46% 

52% 

82% 

87% 

38% 

(a)  Excludes  investment  income. 


• During  fiscal  1985  the  company  incurred  research  and  development  costs  of 
approximately  $4  million,  or  22%  of  revenue. 

• As  of  June  1985  Morino  Associates  had  140  employees,  segmented  as  follows: 

Marketing/sales  44 

Product  development/ 
customer  support  73 

General  and  administrative  23 

140 
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• Morino  Associates  believes  their  systems  software  products  do  not  directly 
compete  with  products  from  other  vendors,  but  certain  components  of  their 
product  line  may  be  competitive  with  components  of  products  offered  by 
Candle  Corporation  and  Boole  & Babbage,  Inc. 

KEY  PRODUCTS  AND  SERVICES 

• One  hundred  percent  of  Morino  Associates'  fiscal  1985  product  revenue  was 
derived  from  its  TSO/MON,  MICS,  and  MVS/PAS  systems  software  products 
and  related  software  options  and  services.  Morino  software  products  run  on 
IBM  370,  30XX,  43XX,  and  compatible  mainframes  under  MVS  and  MVS/XA. 

• TSO/MON,  a package  which  monitors  IBM's  Time  Sharing  Option  (TSO), 
produces  management  control  reports  for  TSO  problem  tracking  and  perform- 
ance evaluation.  First  introduced  in  1976,  TSO/MAN  allows  an  organization 
to  systematically  plan,  control,  and  evaluate  TSO  use.  It  is  used  for  capacity 
planning,  standards  enforcement,  and  security. 

There  are  currently  over  650  installations  of  TSO/MON.  The  initial 
year  license  fee  is  520,000,  and  the  first-year  renewal  fee  is  $2,300. 

The  SPF/ISPF  Interface  (SPFI)  is  a TSO/MON  option  offering  a 
measurement  interface  for  IBM's  System  Planning  Facility  (SPF)  and 
Interactive  System  Productivity  Facility  (ISPF).  SPFI  enables 
TSO/MON  to  recover  TSO,  SPF,  and  ISPF  command  activity  executed 
under  SPF/ISPF  but  lost  to  standard  SVS  and  MVS  measurement  inter- 
faces. SPFI  is  licensed  for  $3,700  for  the  initial  year.  The  first-year 
renewal  fee  is  $420. 

Another  TSO/MON  option  is  TSO/MON  ONLINE  (T/M  ONLINE).  T/M 
ONLINE  is  an  interactive  TSO  monitor  that  provides  realtime  access  to 
the  current  status  and  utilization  of  TSO.  Terminal  displays  assist  data 
center  managers,  operations  personnel,  and  systems  programmers  in 
tracking  TSO  performance,  service,  and  workload-related  problems. 
The  initial  year  license  fee  is  $6,500,  and  the  first-year  renewal  fee  is 
$1,300. 

Morino  has  published  its  TSO  Performance  Statistics  subscription 
quarterly  since  1978.  The  publication  provides  a compilation  of 
configuration  and  performance  information  submitted  to  the  company 
by  TSO/MON  users.  The  annual  subscription  fee  is  $900. 

• MICS,  Morino's  MVS  Integrated  Control  System,  introduced  in  1978,  is  used  for 
all  facets  of  MVS  installation  management,  including  capacity  planning, 
performance  management,  installation  accounting,  and  "critical  index 
management." 

There  are  currently  more  than  600  installations  of  MICS.  The  initial- 
year  license  fee  is  $37,900,  and  the  first-year  renewal  fee  is  $9,800. 
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The  system  includes  a data  base  for  integrating  more  than  4,500  data 

elements  from  a variety  of  MVS  measurement  sources. 

A comprehensive  set  of  data  base  reporting  and  inquiry  facilities 

includes  the  following: 

. A structured  inquiry  facility. 

. SAS  report  writer. 

. Data  dictionary. 

. Management  objective,  exception,  ad  hoc  inquiry,  and 

component  reports. 

The  following  components  are  available  to  MICS  users: 

. MICS/CICS  uses  CICS  system,  user,  and  application  activity 
data  collected  by  CICS/CMF  or  PA  II.  The  component  provides 
CICS  reporting  capabilities  for  system  availability,  service 
levels,  transaction  throughput,  resource  usage  and  forecasting, 
and  transaction  life-cycle  and  profile  analysis.  The  initial  year 
license  fee  is  $3,300,  and  the  first-year  renewal  fee  is  $1,100. 

. MICS/MIS  uses  data  collected  from  the  IBM  IMS  Log  and, 
optionally,  from  Boole  & Babbage's  IMF.  The  component 
provides  IMS  reporting  capabilities  for  system  availability, 
service  levels,  transaction  throughput,  resource  usage  and 
forecasting,  and  transaction  life-cycle  and  profile  analysis.  The 
initial  year  license  fee  if  $7,600,  and  the  first-year  renewal  fee 
is  $2,700. 

. MICS/MIS  Log  Data  Extract  (IMS/LDE)  automatically  extracts 
IMS  data  for  MICS  processing  during  an  existing  pass  of  the  IMS 
Log.  As  an  interface  between  IBM's  Information  Management 
System  (IMS)  and  the  MICS  IMS  Component,  IMS/LDE  extracts 
performance,  accounting,  capacity  planning,  and  managerial 
reporting  data  during  the  IMS  log  clumping  process.  The  initial 
year  license  fee  is  $2,900,  and  the  first-year  renewal  fee  is 
$870. 

. MICS/NPA  accepts  data  from  IBM's  Network  Performance 
Monitor  (NPM)  and  Network  Performance  Analyzer  (NPA).  The 
component  provides  the  user  with  the  ability  to  perform 
network,  Network  Control  Program  (NCP),  and  node  problem 
tracking.  It  can  also  serve  as  a basis  for  network  load  fore- 
casting, simulation,  and  utilization  analysis.  The  initial  year 
license  fee  is  $1,100,  and  the  first-year  renewal  fee  is  $360. 
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MICS/VM  increases  the  usability  of  VM  data  by  processing 
standard  and  installation/defined  VM  accounting  data  and 
combining  it  with  VM  monitor  data  to  provide  a complete 
picture  of  a user's  resource  consumption.  The  component 
collects  and  archives  data  from  multiple  VM  systems  for  easy 
retrieval  and  incorporates  validity  checks  to  reduce  the  problem 
of  transporting  data  from  one  operating  system  to  another.  The 
initial  year  license  fee  is  $7,600,  and  the  first-year  renewal  fee 
is  $2,500. 

MICS/DASD  Space  Management  (MICS/DASD)  provides  an  in- 
depth  look  at  the  usage  and  performance  of  DASD  secondary 
storage  space,  encouraging  more  efficient  use  of  existing 
resources.  MICS/DASD  is  composed  of  two  integral  parts:  the 
VTOC/Catalog  Collector  (VCC)  Component  is  a DASD  monitor 
and  data  collector  that  efficiently  gathers  data  about  any 
VTOCs  and  VSAM  catalogs;  once  data  has  been  collected,  it  is 
processed  by  the  VTOC/Catalog  Activity  (VCA)  Component  and 
is  stored  in  the  MICS  data  base.  The  initial  year  license  fee  is 
$7,800,  and  the  first-year  renewal  fee  is  $2,340. 

MICS/Critical  Index  Management  (CIM)  focuses  management 
attention  on  functions  or  processes  that  are  critical  to 
successful  MVS  installation  management.  Indices  provide  a 
method  for  comparing  an  installation's  performance  to  its  estab- 
lished objectives.  The  user  can  look  at  the  indices  and  tell 
which  objectives  are  being  met  and  which  are  off-target.  Using 
this  technique,  the  user  can  spot  current  problems,  identify 
troublesome  trends,  and  trace  a problem  from  its  initial  identi- 
fication back  through  the  information  structure  to  its  origin. 
The  initial  year  license  fee  is  $16,000,  and  the  first-year 
renewal  fee  is  $4,800. 

MICS/lnstallation  Accounting,  a chargeback  system  for  MVS 
installations,  supports  charges  for  batch  jobs,  TSO,  IMS,  and 
CICS  usage  based  on  any  combination  of  data  elements  con- 
tained in  the  MICS  data  base.  The  system  also  supports  an 
unlimited  number  of  user-defined  surcharges,  discounts,  and 
differentials.  The  initial  year  license  fee  is  $10,500,  and  the 
first-year  renewal  fee  is  $3,500. 

MICS/System  Reliability  uses  standard  MVS  error  records  to 
create  system  diagnostic,  malfunction,  and  reliability  files  for 
MICS  data  base  exception  reporting.  The  initial  year  license  fee 
is  $7,200,  and  the  first-year  renewal  fee  is  $2,400. 

MICS/Performance  Management  includes  tutorials  and  software 
to  address  major  MVS  problem  areas  including  IPS,  I/O  sub- 
systems, auxiliary  storage  management,  batch  workload,  and 
real  storage  management.  Correlation  and  multiple  regression 


4 of  6 
June  I 985 


©1985  by  INPUT.  Reproduction  Prohibited. 


INPUT 


MORINO  ASSOCIATES,  INC. 


studies  can  be  performed  to  identify  the  relationship  between 
workload  elements  and  service.  The  initial  year  license  fee  is 
$8,000,  and  the  first-year  renewal  fee  is  $2,700. 

. MICS/Capacity  Planning  includes  tutorials  and  software  for 
development  of  workload  profiles,  simple  trends,  univariate 
forecasts,  and  business  element  forecasts  from  the  MICS  data 
base.  Reports  profile  system  component  utilization  and  applica- 
tion resource  consumption  measurements.  The  initial  year 
license  fee  is  $8,000,  and  the  first-year  renewal  fee  is  $2,700. 

• The  MVS  Problem  Alert  System  (MVS/PAS)  was  introduced  in  1984  as  a diag- 
nostic tool  designed  to  provide  software  maintenance  control.  It  serves  as  a 
supplement  to  the  following  IBM  maintenance  products:  INFO/MVS, 

INFO/ACCESS,  Early  Warning  System  (EWS)  microfiche,  and  System  Modifi- 
cation Program  (SMP).  MVS/P A$  automatically  validates  an  installation's  IBM 
systems  software  maintenance  levels  and  provides  information  on  known 
problems.  MVS/PAS  consists  of  a data  base,  a software  maintenance 
analyzer,  and  a reporting  system.  The  system  is  licensed  for  $12,000  per  year. 

MVS/PAS  Data  Base  contains  a description  of  various  Authorized 
Program  Analysis  Reports  (APARS)  that  are  known  to  affect  the 
performance  and  reliability  of  the  MVS  control  program,  data  manage- 
ment products,  and  other  commonly  used  IBM  program  products. 
Problems  identified  in  the  data  base  go  beyond  routine  error  conditions 
to  focus  on  conditions  that  could  cause  serious  problems.  Every  two 
months,  the  updated  MVS/PAS  Data  Base  is  distributed  to  each  licensed 
user  site.  The  data  base  is  maintained  by  Morino  Associates  on  the 
basis  of  staff  research,  user  experience,  Early  Warning  System  (EWS) 
microfiche,  and  INFO/MVS. 

Software  Maintenance  Analyzer  examines  each  SMP  Control  Data  Set 
(CDS)  to  extract  data  about  specific  program  products  in  use  and  the 
APARs/PTFs  that  have  been  applied.  An  installation  can  match  its 
SMP  CDS  data  against  the  full  MVS/PAS  Data  Base  and  identify  system 
errors  that  have  not  been  corrected.  If  there  are  plans  to  install  a new 
product,  MVS/PAS  can  provide  insight  into  known  problems  that  are 
applicable  to  the  product,  before  it  is  installed  and  implemented. 

Reporting  System  produces  reports  generated  by  the  Software  Mainte- 
nance Analyzer,  for  those  problems  found  to  be  potentially  applicable 
to  a particular  configuration,  in  a series  of  five  standard  reports  that 
describe  the  problems.  Subsets  of  the  problems  can  be  optionally 
selected  for  inclusion  in  the  reports.  Two  of  the  reports  are  designed 
for  systems  managers  and  three  for  systems  programmers,  allowing  an 
installation  to  prioritize  the  problem  resolution  process. 
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INDUSTRY  MARKETS 

• Morino  s fiscal  1985  product  revenue  was  distributed  across  industry  sectors, 
primarily  insurance  companies,  utilities,  financial  institutions,  manufacturers, 
transportation  companies,  and  universities. 

• Morino's  products  are  used  by  18  of  the  top  20  Fortune  500  industrial 
companies,  as  well  as  the  top  15  commercial  banks,  the  top  7 life  insurance 
companies,  and  the  top  6 diversified  financial  companies  of  the  Fortune 
Service  500. 

GEOGRAPHIC  MARKETS 

• Morino's  fiscal  1985  product  revenue  was  derived  as  follows: 

U-S-  88% 

International  (Canada,  United  Kingdom, 

Australia,  South  America,  Saudi  Arabia)  12 

100% 

• Morino  Associates  (UK)  Ltd.  was  organized  in  1982  in  London.  In  1983,  the 
company  signed  an  agreement  with  SYNTAX  to  represent  Morino  Associates 
in  Italy.  In  1984,  Morino  Associates  GmbH  was  established  in  Dusseldorf. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Morino  uses  timesharing  services  to  conduct  its  operations  and  does  not 
maintain  any  of  its  own  computer  hardware. 
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MORINO  ASSOCIATES,  INC. 

8133  Leesburg  Pike 
Vienna,  V A 22180 
(703)  734-9494 


Mario  Morino,  President 
Private  Corporation 
Total  Employees:  70 
Total  Revenue,  Fiscal  Year  End 
6/30/83:  $8,200,000 


THE  COMPANY 

• Morino  Associates  was  founded  in  1973  by  Mario  Morino  and  William  Witzel  to 
design  and  market  systems  software  for  IBM  and  compatible  mainframes.  The 
company's  product  line  features  monitoring,  measurement,  and  management 
tools  for  computer  systems  performance  evaluation  and  accountability. 

• Morino's  fiscal  1983  revenue  was  $8.2  million,  an  82%  increase  over  1982 
revenue  of  $4.5  million.  The  company  has  been  profitable  since  inception  and 
during  the  past  six  years  has  had  a 63%  average  annual  increase  in  revenue.  A 
five-year  revenue  summary  follows: 


MORINO  ASSOCIATES,  INC. 
FIVE-YEAR  REVENUE  SUMMARY 
($  thousands) 


---^FISCAL  YEAR 
ITEM  

6/83 

6/82 

6/81 

6/80 

6/79 

Revenue 

. Percent  increase 

$8,200 

$4,505 

$2,409 

$1,746 

$1,141 

from  previous  year 

82% 

87% 

38% 

53% 

49% 

• During  fiscal  1983  the  company  incurred  research  and  development  costs  of 
approximately  $1.5  million,  or  19%  of  revenue. 

• In  March  1982  the  company  established  Morino  Associates  (U.K.)  Ltd.  as  a 
marketing  agent  headquartered  in  Hertfordshire,  England  to  offer  Morino 
software  products  internationally. 

• As  part  of  its  effort  to  further  expand  international  marketing,  Morino  signed 
an  agreement  with  SYNTAX,  a member  of  the  Olivetti  Group,  in  April  1983  to 
distribute  Morino's  products  in  Italy. 
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• As  of  June  1983  Morino  Associates  had  70  employees  segmented  as  follows: 

Marketing/sales  25 

Product  development/ 
customer  support  33 

General  and  administrative 

70 

KEY  PRODUCTS  AND  SERVICES 

• One  hundred  percent  of  Morino  Associates'  fiscal  1983  revenue  was  derived 
from  its  TSO/MON  and  MICS  systems  software  products  and  related  software 
options  and  services.  Morino  software  products  run  on  IBM  370,  303X,  43XX, 
and  compatible  mainframes  under  MVS. 

• TSO/MON,  a package  which  monitors  IBM's  Time  Sharing  Option  (TSO), 
produces  management  control  reports  for  TSO  problem  tracking  and  perform- 
ance evaluation.  First  introduced  in  1976,  TSO/MON  allows  an  organization 
to  systematically  plan,  control,  and  evaluate  TSO  use.  It  is  used  for  capacity 
planning,  standards  enforcement,  and  security. 

There  are  currently  over  500  installations  of  TSO/MON.  Effective 
October  I,  1983,  the  initial  year  license  fee  is  $16,700  and  $2,000  for 
first-year  renewal. 

The  System  Productivity  Facility  Interface  (SPFI)  is  a TSO/MON  option 
offering  a measurement  interface  for  IBM's  System  Planning  Facility 
(SPF).  SPFI  enables  TSO/MON  to  recover  TSO  and  SPF  command 
activity  executed  under  SPF  but  lost  to  standard  SVS  and  MVS 
measurement  interfaces.  SPFI  is  licensed  for  $3,100  for  the  initial 
year  effective  October  I,  1983.  The  first-year  renewal  fee  is  $360. 

Morino  has  published  its  TSO  Performance  Statistics  subscription 
quarterly  since  1978.  The  publication  provides  a compilation  of  config- 
uration and  performance  information  submitted  to  the  company  by 
TSO/MON  users. 

• MICS,  Morino's  MVS  Integrated  Control  System  introduced  in  1978,  is  used  for 
capacity  planning,  performance  improvement,  problem  tracking,  management 
reporting,  and  accounting. 

The  system  includes  a data  base  for  integrating  more  than  3,000  data 
elements  from  a variety  of  MVS  measurement  sources. 

A comprehensive  set  of  data  base  reporting  and  inquiry  facilities 
includes  the  following: 

. A structured  inquiry  facility. 

. SAS  report  writer. 
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. Library  of  user  reports. 

. Data  dictionary. 

. Management  objective,  user-defined  exceptions,  and  TSO  inter- 

active reports. 

The  following  options  are  available  to  MICS  users: 

. Two  systems  generate  System  Activity,  User  Activity,  Applica- 
tion Unit  Activity,  User  Application  Unit  Counts,  and  Incident 
files  for  the  MICS  data  base.  These  include: 

CICS/MICS,  which  accepts  data  from  CICS/CMF  or  PA  II, 
has  an  initial  year  license  fee  of  $2,500  and  a first-year 
renewal  fee  of  $800. 

IMS/MICS,  which  accepts  data  from  the  IBM  IMS  log  and 
optionally  from  CONTROL/IMS,  has  an  initial  year 
license  fee  of  $5,750  and  a first-year  renewal  fee  of 
$2,000. 

. NP  A/M  ICS  accepts  data  from  IBM's  Network  Performance 
Analyzer  (NPA)  and  generates  NCP  Activity,  NCP/Network 
Incident,  and  Network  Component  Activity  files  for  the  MICS 
data  base.  The  initial  year  license  fee  is  $1,100  and  first-year 
renewal  is  $360. 

. Installation  Accounting,  a charge-back  system  for  MVS  installa- 
tions, supports  charges  for  batch  jobs,  TSO,  IMS,  and  CICS  usage 
based  on  any  combination  of  data  elements  contained  in  the 
MICS  data  base.  The  system  also  supports  an  unlimited  number 
of  user-defined  surcharges,  discounts,  and  differentials.  The 
initial  year  license  fee  is  $7,900  and  first-year  renewal  is 
$2,600. 

. System  Reliability  uses  standard  MVS  error  records  to  create  14 
system  diagnostic,  malfunction,  and  reliability  files  for  MICS 
data  base  exception  reporting.  The  initial  year  license  fee  is 
$5,400  and  first-year  renewal  is  $1,800. 

. Basic  Performance  Management  includes  tutorials,  models,  and 
software  to  address  major  MVS  problem  areas  including  IPS,  I/O 
subsystems,  auxiliary  storage  management,  batch  workload,  and 
real  storage  management.  Correlation  and  multiple  regression 
studies  can  be  performed  to  identify  the  relationship  between 
workload  elements  and  service.  The  initial  year  license  fee  is 
$6,000  and  first-year  renewal  is  $2,000. 

. Basic  Capacity  Planning  includes  tutorials,  models,  and  software 
for  development  of  workload  profiles,  simple  trends,  univariate 
forecasts,  and  business  element  forecasts  from  the  MICS  data 
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base.  Reports  profile  system  component  utilization  and  applica- 
tion resource  consumption  measurements.  The  initial  year 
license  fee  is  $6,000  and  first-year  renewal  is  $2,000. 

There  are  currently  more  than  300  installations  of  MICS.  Effective 
October  I,  1983,  the  initial  year  license  fee  is  $28,600  and  $8,800  for 
first-year  renewal. 

INDUSTRY  MARKETS 

• Morino's  fiscal  1983  revenue  was  distributed  across  industry  sectors,  primarily 
insurance  companies,  utilities,  financial  institutions,  auto  manufacturers, 
transportation  companies,  and  universities. 

• Morino's  products  are  used  by  19  of  the  top  20  Fortune  500  industrial  com- 
panies. 

GEOGRAPHIC  MARKETS 

• Morino's  fiscal  1983  revenue  was  derived  as  follows: 

U.S.  92% 

International  (Canada,  United 
Kingdom,  Australia,  South 
America,  Saudi  Arabia)  8 

100% 

• Morino  products  are  distributed  internationally  through  Morino  Associates 
(U.K.)  Ltd..  SYNTAX,  a member  of  the  Olivetti  Group,  distributes  Morino 
products  in  Italy. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Morino  uses  timesharing  services  to  conduct  its  operations  and  does  not  main- 
tain any  of  its  own  computer  hardware. 
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MOZART  SYSTEMS  CORPORATION 

1350  Bayshore  Highway 
Suite  630 

Burlingame,  CA  94010 
Phone:  (415)340-1588 

Fax:  (415)340-1648 


President:  Alan  P.  Parnass 

Status:  Private  Company 

Total  Employees:  60 

Total  Revenue:  $7,000,000* 

Fiscal  Year  End:  12/31  /92 


*INPUT  estimate 


Key  Points 


In  1992,  Mozart  Systems  Corporation  (Mozart  Systems)  began  a 
modification  and  enhancement  of  its  management  and  operational 
infrastructure.  The  changes  were  initiated  when  William  R.  Yeack 
and  several  other  executives  were  hired  from  Andersen  Consulting. 

As  more  companies  contemplate  a transition  to  client/server 
architectures  Mozart  Systems  is  very  well'-positioned  to  help  update 
existing  applications. 

Though  market  growth  has  slowed  in  the  mainframe  application 
conversion  market,  Mozart  Systems  expects  increased  revenue 
growth. 

Mozart  Systems  plans  to  release  Version  3.2  of  its  core  software  in 
the  summer  of  1993. 
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Description 

Mozart  Systems  Corporation  was  founded  in  1985  as  Aspen  Research, 
Inc.  by  Alan  Parnass.  Alan  Parnass  had  worked  at  Oracle  Corp.  where 
he  played  an  important  role  in  bringing  relational  data  base  and  4GL 
technology  in  front  of  a corporate  audience.  Mozart  Systems  was 
organized  to  develop  and  market  software  products  for  large 
corporations  moving  toward  distributed  computing  and  desiring  access 
to  mainframe  applications  from  networked  desktop  computers. 

Mozart  considers  itself  a pioneer  in  the  development  of  PC-based 
application  development  tools  for  cooperative  processing  across 
multiplatform  environments,  including  those  of  IBM,  Hewlett-Packard, 
DEC,  Prime,  and  other  large  system  manufacturers. 

• Mozart  developed  ENTER/3270,  the  first  commercially  available 
cooperative  processing  tool  for  applications  developers,  establishing 
connectivity  between  their  companies'  IBM  mainframes  (S370)  and 
midrange  (IBM  S/3X,  S/400)  systems  and  the  growing  number  of 
desktop  workstations.  Introduced  in  1986,  ENTER/3270  focused  on 
micro-mainframe  communications. 

• During  the  next  three  years,  Mozart  Systems  took  the  core 
technology  of  ENTER/3270  and  went  on  to  design  MOZART,  a 
complete  applications  development  system  with  SAA/CUA 
compliance. 

Strategy 

Mozart  System  management  team  has  rethought  its  strategy, 
positioning  the  company  with  strategic  alliances  to  sell  an  entire 
conversion  project  instead  of  only  a software  product. 

Focussing  on  the  importance  of  a good  client  relationship,  Mozart  has 
contracted  with  six  system  integration  vendors  to  help  deliver 
client/server  applications,  including  ISSC,  Marathon  System,  Inc.  of 
San  Francisco,  and  Segue  Partners,  a unit  of  Praxis  International  in 
Cambridge  (MA). 

Mozart  Systems  is  also  developing  products  to  run  in  a UNIX 
environment.  Mozart  has  already  developed  and  demonstrated  a 
prototype  product  using  Microsoft's  Windows  NT  on  a UNIX  machine 
from  Silicon  Graphics. 

Competition 

Mozart's  principal  competition  comes  from  strategic  CASE  vendors, 
including  Easel  Corporation. 
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Key  Products  and  One  hundred  percent  of  Mozart's  revenue  is  derived  from  its  software 
Services  products  and  associated  support  services. 

Software  Products 

MOZART  is  an  integrated  development  system  for  creating  and 
operating  workstation-based  cooperative  processing  applications  with 
SAA/CUA  compliance.  With  MOZART,  developers  can  build 
intuitive,  PC-style  front-ends  for  their  IBM  mainframe  applications 
without  rewriting  any  code. 

• The  product  combines  a development  environment  (Composer)  with 
a run-time  environment  (Performer)  to  form  a complete  applications 
development  system. 

• MOZART  3.1,  introduced  in  October  1992,  is  the  latest  version  of 
the  product.  It  enables  developers  to  renovate  legacy  applications 
and  create  client/server  applications  that  will  run  without 
modification  under  Windows  3.0,  DOS,  OS/2,  and  Windows  NT. 


The  upgraded  MOZART  3.1  also  incorporates  new  features  to 
shorten  the  application  development  process,  for  both  GUIs  and 
large  cooperative  processing  applications. 

MOZART  is  hardware  and  operating  system  independent, 
supporting  multiplatform  environments  common  to  most  large 
corporations. 

MOZART  3.2,  available  in  the  summer  of  1993,  includes  graphical 
and  functional  enhancements  to  the  Composer  development 
environment.  Expanded  list-processing  capabilities  include  menus 
and  listboxes  with  arrays,  virtual  1/ O files,  and  SQL  tables.  The 
system  incorporates  SQL  support  for  major  relational  data  base 
systems  including  ORACLE,  Microsoft  SQL  Server,  Gupta 
SQLBase,  and  OS/2  Database  Manager.  An  on-line  Windows  and 
Mozart  help  generator  and  a SQL  application  generator  are  some  of 
the  anticipated  new  features. 

Mozart  System's  Progressive  Application  Renovation™  is  designed 
to  enable  companies  to  modernize  host  applications  with  a powerful 
graphical  user  interface.  With  Progressive  Application  Renovation 
and  its  primary  tool  MOZART,  the  option  is  left  open  for  future 
platform  and  architecture  choices  while  enabling  companies  to 
quickly  gain  the  advantages  of  the  client/server  computing  model. 
MOZART,  as  a multiplatform  tool,  significantly  reduces  the  time 
needed  for  application  modification  under  Windows  NT,  DOS  and 
OS/2. 
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Technical  Support 

Mozart  technical  support  is  provided  through  telephone  support,  an 
electronic  bulletin  board  service,  and  system  documentation.  The 
company  also  provides  on-site  consulting  and  training  services  for 
applications  development. 

Clients 

New  clients  include  ALCOA,  Blue  Cross  and  Blue  Shield  of  Oregon, 
Great  American  Insurance,  Prudential,  Public  Service  Company  of 
Oklahoma,  Rockwell,  PG&E,  Southern  Pacific,  and  The  Harper 
Group. 

Industry  Markets 

MOZART  is  currently  in  use  at  more  than  300  major  U.S.  and 
international  business  and  government  organizations. 

MOZART  also  targets  the  following  vertical  industries;  banking, 
insurance,  manufacturing  distribution,  health  care,  and  defense 
engineering. 

In  addition,  Marj  Kozlowski  joined  Mozart  Systems  from  Andersen 
Consulting  where  she  will  target  sales  to  the  utilities  industry, 

Geographic 

Markets 

Approximately  90%  of  Mozart's  revenue  is  derived  from  the  U.S.  and 
10%  from  international  sources. 

Mozart  markets  its  products  in  the  U.S.  through  direct  sales  and 
through  distributors  in  the  U.K.  and  Australia. 

Page  4 of  4 


Copyright  1993  by  INPUT.  Reproduction  Prohibited. 


July  1993 


c 


COMPANY  PROFILE 


MOZART  SYSTEMS 

CORPORATION 

(formerly  Aspen  Research,  Inc.) 

1350  Bayshore  Highway 
Suite  630 

Burlingame,  CA  94010 
(415)  340-1588 


Alan  P.  Parnass,  President 
Private  Company 
Total  Employees:  23 
Total  Revenue,  Fiscal  Year  End 
12/31/91:  $2,600,000* * 


‘Company  estimate 


The  Company  Mozart  Systems  Corporation  was  founded  in  1985  as  Aspen 

Research,  Inc.  by  Alan  Parnass.  The  company  was  organized  to 
develop  and  market  software  products  for  large  corporations 
moving  toward  distributed  computing  and  desiring  access  to 
mainframe  applications  from  networked  desktop  computers.  The 
company  changed  its  name  in  1989  to  more  closely  identify  with  its 
principal  product  offering. 

Mozart  considers  itself  a pioneer  in  the  development  of  PC-based 
application  development  tools  for  cooperative  processing  across 
multiplatform  environments,  including  those  of  IBM,  Hewlett- 
Packard,  DEC,  Prime,  and  other  large  system  manufacturers. 

• Mozart  developed  ENTER/3270,  the  first  commercially 
available  cooperative  processing  tool  for  applications  developers, 
establishing  connectivity  between  their  companies'  IBM 
mainframes  (S370)  and  midrange  (IBM  S/3X,  S/400)  systems 
and  the  growing  number  of  desktop  workstations.  Introduced  in 
1986,  ENTER/3270  focused  on  micro-mainframe 
communications. 

• During  the  next  three  years,  Mozart  took  the  core  technology  of 
ENTER/3270  and  went  on  to  design  MOZART,  a complete 
applications  development  system  with  SAA/CUA  compliance. 

Mozart's  principal  competition  comes  from  Easel  Corporation. 


Key  Products  and  One  hundred  percent  of  Mozart's  revenue  is  derived  from  its 
Services  software  products  and  associated  support  services. 

MOZART  is  an  integrated  development  system  for  creating  and 
operating  workstation-based  cooperative  processing  applications 
with  SAA/CUA  compliance.  With  MOZART,  developers  can 
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Industry  Markets 


Geographic 

Markets 


build  intuitive,  PC-style  front-ends  for  their  IBM  mainframe 
applications  without  rewriting  any  code. 

• The  product  combines  a development  environment  (Composer) 
with  a run-time  environment  (Performer)  to  form  a complete 
applications  development  system. 

■ MOZART  3.0,  introduced  in  May  1991,  is  the  latest  version  of 
the  product,  adding  the  Windows  3.0  environment  to  its  existing 
DOS-based  capabilities.  It  enables  developers  to  build  graphical 
user  interfaces  (GUIs)  that  will  run  without  modification  under 
both  Windows  3.0  and  DOS. 

• The  upgraded  MOZART  3.0  also  incorporates  new  features  to 
shorten  the  application  development  process,  for  both  GUIs  and 
large  cooperative  processing  applications. 

• MOZART  is  hardware  and  operating  system  independent, 
supporting  multiplatform  environments  common  to  most  large 
corporations. 

• Support  for  OS/2  will  be  available  by  the  end  of  1991. 

Mozart  technical  support  is  provided  through  telephone  support,  an 
electronic  bulletin  board  service,  and  system  documentation.  The 
company  also  provides  on-site  consulting  and  training  services  for 
applications  development. 


MOZART  is  currently  in  use  at  more  than  300  major  U.S.  and 
international  business  and  government  organizations.  MOZART 
provides  generic  front  ends  for  electronic  mail,  file  transfer  and 
system  navigation,  plus  industry-specific  applications  for  banking, 
insurance,  manufacturing  distribution,  health  care,  and  defense 
engineering. 

New  clients  include  ALCOA,  Prudential,  Rockwell,  Great 
American  Insurance,  and  Public  Service  Company  of  Oklahoma. 


Approximately  90%  of  Mozart's  revenue  is  derived  from  the  U.S. 
and  10%  from  international  sources. 

Mozart  markets  its  products  in  the  U.S.  through  direct  sales  and 
through  distributors  in  the  U.K.  and  Australia. 
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MPSI  SYSTEMS  INC. 

8282  South  Memorial  Drive 
Tulsa,  OK  74133 
(918)  250-9611 


Ronald  G.  Harper,  President  and  CEO 
Public  Corporation,  OTC 
Total  Employees:  753 
Total  Revenue,  Fiscal  Year  End 
9/30/88:  $36,653,000 
Information  Services  Revenue: 
$9,200,000* * 

*INPUT  estimate 


The  Company  MPSI  Systems  Inc.,  founded  in  1970,  provides  application 

software,  processing  services,  and  market  area  studies  (data  bases) 
used  by  petroleum  companies  and  other  multi-outlet  retailers  for 
strategic  planning  in  specified  market  areas.  As  a result  of  the 
acquisition  of  Execucom  Systems  Corporation  in  1988,  the 
company  also  provides  business  planning  and  analysis  software 
products  to  clients  across  industries. 

MPSI's  fiscal  1988  revenue  reached  $36.6  million,  a 40%  increase 
over  fiscal  1987  revenue  of  $26.1  million.  In  the  three-year 
financial  summary  that  follows,  fiscal  1988  results  reflect  the 
following  changes  in  the  company's  method  of  accounting: 

• A change  in  the  method  of  accounting  for  income  taxes 
increased  earnings  by  $627,000  or  $0.08  per  share. 

• An  unbundling  of  software  license  agreements  and  recognizing 
revenue  for  maintenance  fees  over  the  life  of  the  agreements 
reduced  fiscal  1988  revenue  by  $3.2  million  and  earnings  by  $2.0 
million  or  $0.25  per  share. 
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MPSI  SYSTEMS  INC. 
THREE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

9/88 

9/87 

9/86 

Revenue 

• Percent  increase 

$36,653 

$26,134 

$22,969 

from  previous  year 

40% 

14% 

6% 

Income  (loss)  before 
taxes 

• Percent  increase 

$(1,164) 

$937 

$4,735 

(decrease)  from 
previous  year 

(224%) 

(80%) 

51% 

Income  (loss)  before 
cumulative  effect  of 

accounting  changes 

$(211) 

$223 

$2,606 

Net  income  (loss) 

• Percent  increase 

$(1,681) 

(a) 

$223 

$2,606 

(decrease)  from 

previous  year 

(854%) 

(91%) 

53% 

Earnings  (loss)  per  share 
before  accounting  changes 

$(0.03) 

$0.03 

$0.31 

Net  earnings  (loss)  per 
share 

$(0.20) 

$0.03 

$0.31 

• Percent  increase 

(a) 

(decrease)  from 

previous  year 

(767%) 

(90%) 

55% 

(a)  Includes  cumulative  effects  from  changes  in  accounting  principles  previously 
discussed. 


Acquisitions  made  by  MPSI  include  the  following: 

• In  June  1988,  MPSI  acquired  Execucom  Systems  Corporation 
(ESC)  of  Austin  (TX)  for  an  initial  price  of  $9.5  million  in  cash 
and  debt,  plus  future  payments  (not  to  exceed  $5.5  million) 
based  on  future  performance. 

- ESC,  with  estimated  fiscal  1987  revenue  of  $20.7  million, 
develops,  markets,  and  supports  financial  planning  and 
decision  support  application  software  products  through  13 
offices  worldwide. 

- The  acquisition  was  accounted  for  as  a purchase.  ESC  now 
operates  as  a wholly  owned  subsidiary  of  MPSI. 
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Key  Products  and 
Services 


- MPSI  management  expects  this  acquisition  will  increase 
company  revenues  by  30-40%  during  fiscal  1989. 

• In  February  1986,  MPSI  acquired  Retail  Systems,  Inc.  for 
$761,000  in  cash  and  $761,000  in  notes  payable. 

- Retail  Systems  was  a privately  owned  company  providing  site 
evaluation  and  market  analysis  to  the  supermarket  industry. 
It  now  operates  as  a wholly  owned  subsidiary  of  MPSI. 

Research  and  development  expenditures  were  approximately  $7 
million  (19%  of  revenue)  in  fiscal  1988,  $4  million  (16%  of 
revenue)  in  fiscal  1987,  and  $2.9  million  (13%  of  revenue)  in  fiscal 
1986.  Execucom  Systems  Corporation  expenditures  of  about  $1.2 
million  are  included  for  the  period  June  1 through  September  30, 
1988. 

As  of  September  30,  1988,  MPSI  had  753  employees  (492  U.S.  and 
261  international),  segmented  as  follows: 


Marketing/sales 

171 

Research  and  development 

151 

Data  base  analysis,  consulting, 

and  production 

326 

General  and  administrative 

105 

753 

Approximately  13%  of  MPSI's  fiscal  1988  revenue  was  derived 
from  software  product  licenses,  8%  from  maintenance  services, 
and  4%  from  consulting,  education,  and  processing  services.  The 
remaining  75%  of  revenue  was  derived  from  market  area  studies 
associated  with  MPSI's  retail  planning  software. 

A three-year  source  of  revenue  summary  follows: 
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MPSI  SYSTEMS  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

9/88 

9/87 

9/86 

ITEM 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

Software  licenses 

$4.8 

13% 

$1.5 

6% 

$2.1 

9% 

Maintenance  agreements 
Consulting,  education, 

2.9 

8% 

1.8 

7% 

1.6 

7% 

and  other  services 

1.5 

4% 

0.8 

3% 

1.4 

6% 

Data  base  construction 

27.5 

75% 

21.4 

84% 

18.3 

78% 

TOTAL 

$36.7 

100% 

$25,5 

100% 

$23.4 

100% 

MPSI  derived  more  than  80%  of  its  revenue  during  fiscal  1988, 
1987,  and  1986  from  Retail  Planning  Services,  which  include 
MPSI's  market  area  data  bases  and  MPSI's  primary  retail  planning 
software  product,  Retail  Planning  System™  (RPS). 

• MPSI  software  and  market  data  bases  operate  on  IBM 
mainframes  running  MVS,  VM,  or  DOS,  and  on  DEC  VAX 
systems  running  VAX/VMS. 

• MPSI  software  products  require  market  area  data  bases 
provided  on  magnetic  tape  by  MPSI  to  process  the  "supply"  or 
retail  outlet  data  of  the  customer.  Market  area  data  bases 
include  "demand"  or  demographic  data  gathered  by  MPSI  from 
aerial  photography,  census  and  traffic  studies  and  tracts,  actual 
house  or  outlet  counts  to  establish  growth,  and  various  other 
sources.  MPSI  offers  three  types  of  studies  as  follows: 

- Market  Area  Studies  are  used  by  customers  with  a large 
number  of  retail  sites  to  analyze  market  conditions  and 
evaluate  site  locations  in  metropolitan  areas.  While  each 
Market  Area  Study  is  accomplished  for  and  sold  to  a single 
customer,  MPSI  can  generally  use  the  demographic  data  as  a 
major  part  of  other  studies  in  the  same  market  for  customers 
in  the  same  or  comparable  retail  segments.  Prices  of  Market 
Area  Studies  ranged  from  $32,500  for  a smaller  city  to 
$926,000  for  a city  the  size  of  Los  Angeles. 
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- Single  Site  Studies  are  used  to  evaluate  market  conditions  or 
the  effects  of  various  operating  decisions  at  a specific 
location.  The  price  of  a Single  Site  Study  ranges  from  $1,200 
to  $10,000. 

- Scheduled  Market  Area  Studies  differ  from  Market  Area 
Studies  in  that  a study  is  initiated  and  scheduled  by  MPSI 
and  offered  to  clients  on  a subscription  basis.  The  supply 
data  used  in  this  type  of  study  are  collected  by  MPSI.  While 
each  of  the  studies  uses  the  same  demographic  data  base,  the 
final  data  base  provided  to  each  client  is  unique.  Scheduled 
Market  Area  Studies  range  in  price  from  $19,500  to  $555,500 
per  subscriber. 

- The  average  cost  of  a market  study  for  a licensed  software 
user  is  approximately  $158,000.  The  average  cost  would  be 
approximately  $265,000  for  a client  who  is  not  a licensed 
MPSI  software  user. 

• The  Retail  Planning  System  (RPS)  uses  the  market  area  data 
bases  to  construct  a mathematical  model  of  a retail  market. 

RPS  allows  users  to  forecast  the  effect  changes  in  the  supply  or 
demand  variables  will  have  on  sales  volume.  RPS  enables 
clients  to  select  new  sites,  identify  outlets  to  divest  or  rebuild, 
evaluate  price  and  other  competitive  strategies,  and  assess 
multiple  profit  centers. 

- RPSs  have  been  developed  for  the  petroleum  (U.S.,  Canada, 
Europe,  Africa,  Australia,  New  Zealand,  Singapore, 
Malaysia,  Thailand,  Hong  Kong,  Japan,  China,  Argentina, 
Chile,  Brazil,  Columbia,  and  other  Latin  America  countries), 
retail  food  (U.S.,  Canada,  Australia,  Japan,  New  Zealand, 
and  the  U.K.),  restaurant  (U.S.,  Canada,  West  Germany,  and 
China),  banking  (worldwide),  supermarket  (U.S.,  Canada, 
and  China),  government  (Canada),  hotel  (China),  and 
department  store  (China)  markets. 

- RPS  ranges  in  price  from  $10,000  to  $585,000  for  a five-year 
license  per  country,  depending  on  the  size  of  the  country. 

The  five-year  software  user  license  fee  includes  installation 
and  training. 

- As  of  September  1988,  MPSI  had  81  long-term  software 
license  agreements.  During  fiscal  1988,  the  company  entered 
into  27  long-term  license  agreements,  including  10  renewals. 
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*.  The  Retail  Location  System™  is  a less  comprehensive  software 
product  used  to  evaluate  potential  retail  site  locations.  The 
product  ranges  in  price  from  $10,000  to  $146,000. 

• The  Geographic  Information  SystemR  (GIS)  allows  users  to 
query  and  extract  layers  of  information  stored  in  various  data 
bases  and  display  the  information  in  various  graphic  and  map 
formats.  GIS  is  priced  at  $92,000. 

• MPSI  software  clients  can  run  MPSI  retail  planning  software  on 
their  own  computers  or  use  MPSI's  computers  to  run  "tactics"  or 
"what  if  questions. 

- Clients  that  have  entered  into  long-term  software  user 
agreements  are  entitled  to  discounts  on  data  bases  and  on 
tactics  run  on  MPSI  computers.  The  average  cost  of  a tactic 
for  licensed  software  users  and  non-licensed  customers  is 
approximately  $50  and  $125,  respectively. 

Through  Execucom  Systems  Corporation,  MPSI  offers  software 

products  for  financial  planning  and  decision  support  applications. 

Execucom's  products  are  used  by  over  250,000  business 

professionals  at  more  than  1,800  installations  in  more  than  1,300 

organizations  worldwide. 

• Products  are  available  for  IBM  and  compatible  mainframes; 
DEC,  HP,  and  Prime  minicomputers;  and  MS-DOS  and 
Macintosh  microcomputers. 

• IFPS/PLUS™,  the  Interactive  Financial  Planning  System, 
includes  features  for  multidimensional  modeling,  model 
analysis,  relational  data  base  management,  and  application 
development.  Prices  range  from  $15,000  to  $130,000. 

• Corporate  DSS  is  a decision  support  product  for  large 
commercial  and  government  organizations  based  on 
IFPS/PLUS  and  includes  extensions  for  presentation  graphics, 
data  import,  optimization,  and  distributed  planning.  Prices 
range  from  $40,000  to  $190,000. 

• Impressionist™  is  a presentation  graphics  package  for  the 
corporate  environment  and  is  available  for  mainframes, 
minicomputers,  and  microcomputers.  Impressionist  ranges  in 
price  from  $1,000  to  $55,000. 

• Executive  Edge™,  introduced  in  June  1988,  is  a 
microcomputer-based  graphics  and  user  interface  tool  that  can 
front-end  most  mainframe  or  minicomputer  packages  to  deliver 
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Industry  Markets 


Geographic 

Markets 


information  and  planning  support  to  corporate  executives.  The 
product  is  priced  from  $35,000  to  $200,000  depending  on 
hardware  requirements  and  the  availability  of  IFPS/PLUS 
modeling  software. 

• IFPS/PERSONALR  is  a decision  support  modeling  and 
graphics  package  for  MS-DOS  microcomputers.  Prices  range 
from  $350  to  $900. 

• MindSight™  is  a decision  support  modeling  and  graphics 
package  for  the  Apple  Macintosh.  Prices  range  from  $100  to 
$250. 

• Execucom  also  provides  consulting  and  educational  services  to 
its  clients. 

- More  than  400,000  people  have  been  trained  in  IFPS  since 
1978  through  Execucom's  educational  programs. 

- The  University  Support  Program  offers  software  licenses, 
documentation,  and  educational  seminars  at  reduced  rates  to 
universities.  Currently,  approximately  350  universities  are 
enrolled  in  the  program. 

The  company  is  currently  developing  Advisor1  M,  a rules-based 
expert  system  to  assist  in  business  decision  making  and  can  be 
used  with  other  MPSI  software  products,  including  RPS  and  IFPS. 


Approximately  75%  of  MPSI's  fiscal  1988  revenue  was  derived 
from  the  petroleum  industry.  The  remainder  of  revenue  was 
derived  from  clients  in  various  industries. 

In  the  future,  MPSI  intends  to  expand  its  product  and  service 
offerings  to  clients  from  various  industries,  including  financial 
services,  supermarkets,  restaurants,  automotive,  and  government. 


Approximately  40%  of  MPSI's  fiscal  1988  revenue  was  derived 
from  the  U.S.  The  remaining  60%  was  derived  from  international 
sources. 

A three-year  source  of  revenue  summary  follows: 
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THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

9/88 

9/87 

9/86 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

ITEM 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

U.S. 

$14.9 

40% 

$11.0 

43% 

$8.5 

36% 

Canada  and  Central 

America 

5.6 

15% 

3.6 

14% 

1.9 

8% 

Singapore,  Australasia, 

and  Japan 

6.9 

19% 

3.7 

15% 

3.7 

16% 

Europe  and  U.K. 

7.6 

21% 

5.3 

21% 

6.2 

27% 

Africa 

0.2 

1% 

0.1 

— 

0.8 

3% 

South  Africa 

1.5 

4% 

1.8 

7% 

2.3 

10% 

TOTAL 

$36.7 

100% 

$25.5 

100% 

$23.4 

100% 

MPSI  maintains  its  headquarters  and  principal  facility  in  Tulsa 
(OK).  Satellite  facilities  are  located  in  Austin  (TX),  Bristol 
(England),  Singapore,  Minneapolis  (MN),  and  Rio  de  Janeiro 
(Brazil). 

U.S.  regional  sales  offices  are  located  in  Atlanta,  Cleveland, 
Dallas,  Houston,  Los  Angeles,  New  York  City,  Pittsburgh, 
Portland,  San  Francisco,  St.  Louis,  and  Washington,  D.C. 

International  regional  sales  offices  are  located  in  Calgary  and 
Toronto  (Canada),  Copenhagen  (Denmark),  Darmstadt  and 
Hamburg  (West  Germany),  London  (England),  Melbourne 
(Australia),  Paris  (France),  and  Tokyo  (Japan). 


Computer 
Hardware  and 
Software 


MPSI  maintains  computer  equipment  as  follows: 

• Tulsa: 

- 1 IBM  4381,  MVS/TSO. 

- 1 Intergraph  CAD/CAM  system  (based  on  a DEC 
VAX-11/780)  with  eight  workstations,  VMS. 

• Austin: 

- 1 Prime  9955. 
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• Bristol: 

- 1 IBM  4381,  MVS/TSO. 

- 1 Intergraph  CAD/CAM  system  (based  on  a DEC 
VAX-11/780)  with  two  workstations,  VMS. 

• Singapore: 

- 1 IBM  4381. 

- 1 Intergraph  200  (based  on  a DEC  Micro  VAX) 
with  one  workstation,  Micro  VMS. 
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COMPANY  HIGHLIGHT 


MULTIPLE  ACCESS  LIMITED 
885  Don  Mills  Road 
Don  Mills,  Ontario 
M3C1W2  Canada 
(416)  443-3900 


I l 

John  0.  McCutcheon,  President 
Public  Corporation 
Total  company  sales  as  of  FY 
ending  3/75:  $35,672,850 

Computer  services  sales  3/75 
$18,774,152  (Canadian  dollars) 


NUMBER  OF  EMPLOYEES  engaged  in  computer  services:  greater  than  500 

KEY  PRODUCTS/ SERVICES:  Multiple  Access  is  a multi-service  vendor  which 

provides  remote  computing,  software  products,  professional  and  batch 
services  to  its  users  in  Canada  and  the  United  States.  Through  its  sub- 
sidiary TCC,  Inc.,  MAL  offers  proprietary  software  products,  LIFE/70 
and  FORECAST/70.  Other  key  products  marketed  include  the  following: 

• FIPAC,  Financial  Planning  and  Control  System 

• COMP A ID , piping  network  system 

• AMEC0,  Automatic  Design  in  Metals  and  Concrete 

• MAC/70,  Manufacturing  Control 

• PMCS,  Project  Management  and  Control  System 

• OPHELIE  -II , a mathematical  programming  system 

• STRESS,  Structural  Engineering  System  Solver 

• STARDYNE,  structual  analysis 

• NASTRAN,  NASA  structural  analysis 

Additional  library  packages  include: 


AUT0FL0W 

LIBRARIAN 

ECAP/ICAP 

MIMIC 

WESTINGHOUSE  POWER  SYSTEMS 

ADLPIPE 

ANSYS 

APT 

AUTOFLEX 

DR- 01 

SSI/100 

ANGIR 

BEAMANAL 

CISC/COL 

CISC/FLOOR 

COGO 

OPFRAD 

PCA/COL 

PCA/ESTIM 

PCA/PLT 

RWALL 

SLOPE 

SPACE-M 


SURVEY 
TERRAS S 
WDSA 
BMD 

MATHLIB 

PMCS 

REX 

SIMSCRIPT 

STATPAK 

X-ll 

ACCOUNTS  RECEIVABLE  AND  SALES  ANALYSIS 

COBOLFLO 

GENERAL  LEDGER 

IPS 

KWIC 

PLOT 

PROCOST 

SIMPLOT 

TEXTED 

TRACE 

REALFINE 

A.M.S. 

BMPD 
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APPLICATIONS : Many  of  the  products 

Applications  offered  include: 

• Finance 

• Accounting  and  Administration 

• General  Ledger 

• Accounts  Receivable 

• Production  Control 

• Material  Control 

• Bill  of  Material 

• Engineering  Control 


shown  are  applications-oriented . 

• Engineering: 

- civil 

- structural 

- mechanical 

- petrochemical 

• Distribution  Control 

• Product  Planning 


i 


INDUSTRY  MARKETS:  MAL  has  tended  to  specialize  in  services  for  the 

banking  and  financial  institutions,  insurance,  manufacturing  and 
engineering  sectors.  MAL  also  serves  distributors  of  food,  stationery, 
hand  tools,  jewelry,  chemicals,  steel,  electrical  appliances.  Govern- 
ment and  education  use  MAL  services  as  well. 

GEOGRAPHIC  MARKETS:  Most  customers  are  concentrated  in  the  eastern 

portion  of  Canada.  Others  are  located  in  major  metropolitan  areas 
of  Canada.  MAL  is  expanding  operations  into  the  U.S.,  as  demonstrated 
by  its  acquisition  of  TCC,  Inc.  in  Dallas.  Data  processing  centers 
are  located  in  Toronto;  Los  Angeles,  California;  and  Austin,  Texas. 

In  addition  to  the  data  center  locations,  branch  offices  are  located 
in: 

• Winnipeg,  Manitoba 

• Calgary,  Alberta 

• Edmonton,  Alberta 

• Vancouver,  British  Columbia 


cities: 

• Ottowa,  Ontario 

• Winnipeg,  Manitoba 

• Calgary,  Alberta 

• Edmonton,  Alberta 

• Vancouver,  British  Columbia 


• Dallas,  Texas 

• Rochester,  New  York 

• Minneapolis,  Minnesota 

• Montreal,  Quebec 

• Ottawa,  Ontario 

The  MAL  network  links  the  following 

• New  York,  New  York 

• Rochester,  New  York 

• Minneapolis,  Minnesota 

• Toronto,  Ontario 

• Montreal,  Quebec 

COMPUTER  HARDWARE  AND  SOFTWARE: 


< 


2 

1 

1 

1 

1 

1 

3 


IBM  370/ 168s 
IBM  360 
CDC  6600 
CDC  3500 
CDC  Cyber  72 
CDC  1700 
Univac  494s 


OS/MVT/HASP  and  TSO 

1,310,000  character  capacity 
524,000  character  capacity 


Toronto,  Ontario 
Montreal,  Quebec 
Toronto,  Ontario 
Toronto,  Ontario 
Toronto , Ontario 


* • 
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OVERALL  ASSESSMENT  AND  TRENDS:  MAL  is  leveraging  the  network  it  needs 

for  remote  computing  with  that  of  its  broadcasting  division.  Of  these 
two  main  areas  of  business,  MAL  is  developing  its  computer  services 
division  the  most.  It  is  President  McCutcheon's  philosophy  that  the 
high  growth  remote  computing  industry  in  North  America  is  one  market, 
with  minor  exceptions  of  local  requirements,  communications  costs  and 
competitive  situations.  An  aggressive  acquisition  campaign  reflects 
this  philosophy.  Recent  acquisitions  and  joint  ventures  include: 


TCC,  Inc.  (Dallas,  Texas) 

AGT  Data  Systems  Ltd.  (Toronto .Ontario) 
DCF  Systems  (Toronto,  Ontario) 

Keydata  Canada  (Toronto,  Ontario) 

Ruscom  Logics  (Downsview,  Ontario) 

H.J.  Gruy  & Associates 
Gruy  Management  Services 

Comserve  Limited 
Consumers'  Computing 
Consumers'  Gas  Company 
Manufacturers'  Life 
Insurance  Company 
Datacrown 
Genesee  Computer 

(Rochester,  New  York) 
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COMPANY  PROFILE 


MULTI  SOFT,  INC. 

123  Franklin  Corner  Road 
Suite  207 

Lawrenceville,  NJ  08648 
(609)  896-4100 


Charles  J.  Lombardo,  President  & CEO 
Public  Corporation,  NASDAQ 
Total  Employees:  35  (11/89) 

Total  Revenue,  Fiscal  Year  End 
1/31/89:  $3,991,000 


The  Company 


Multi  Soft,  Inc.,  founded  in  1985,  provides  cooperative  processing 
software  and  communications  tools  for  applications  development. 
The  company's  products  support  cooperative  processing  between 
PCs  and  host  computers,  including  IBM  mainframes  and  DEC 
VAX  systems.  Multi  Soft  is  a public  company  with  59.3%  of  its 
stock  owned  by  its  original  parent,  Multi  Solutions,  Inc. 

• Multi  Soft's  products  for  PC-based  front  end  processors  include 
an  integrated  high  level  language  to  support  the  development  of 
two  types  of  transaction-based  applications-front-end 
processing  and  peer-to-peer  processing.  The  products  also 
support  an  integrated  distribution  and  maintenance  facility. 

• Multi  Soft's  original  product,  SUPER-LINK,  was  unbundled  in 
1987  to  create  five  marketable  products:  INFRONT/DS, 
INFRONT/RT,  INFRONT/HPO,  SDF,  and  BCF. 

• In  1989,  Multi  Soft  introduced  EasySAA,  a computer-aided 
software  engineering  (CASE)  tool  for  applications  developers 
and  one  of  the  first  products  on  the  market  to  automatically 
generate  and  support  SAA/CUA-compliant  cooperative 
processing  applications. 

• Multi  Software  became  a fully  accredited  IBM  Business  Partner 
in  the  second  quarter  of  1989. 

• During  1989,  agreements  were  signed  with  four  distributors  in 
France,  England,  Italy,  and  Australia,  signifying  Multi  Soft's 
commitment  to  broadening  its  market  base  and  expanding  its 
worldwide  distribution  channels. 

In  September  1988,  Multi  Soft  entered  into  an  agreement  with 
Management  Science  America  (MSA)  under  which  MSA  acquired 
an  interest  in  Multi  Soft's  INFRONT/DS,  INFRONT/RT,  and 
SDF  software.  The  agreement  included  the  unlimited  right  to  use 
these  products  in  MSA's  application  software  and  to  distribute 
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these  products  to  their  customers. 

• The  consideration  for  licensing  of  product  rights  was 
approximately  $2.9  million,  payable  $950,000  at  closing  and  two 
installments  of  $950,000  each  on  March  15,  1989,  and  March  15, 
1990.  Multi  Soft  is  also  providing  fee-based  training,  consulting, 
and  maintenance  services  to  MSA  on  an  ongoing  basis. 

• MSA  developed  its  BrightView  accounting,  human  resources, 
and  materials  management  product  line  using  INFRONT/DS, 
INFRONT/RT,  and  SDF  as  the  basis  for  its  software. 

• In  total,  MSA  contributed  an  estimated  75%  to  Multi  Soft's 
fiscal  1989  revenue. 

The  licensing  and  distribution  agreement  with  MSA  significantly 
improved  Multi  Soft's  overall  financial  condition.  Fiscal  1989 
revenue  reached  nearly  $4  million,  a 458%  increase  over  fiscal 
1988  revenue  of  $715,060.  A four-year  financial  summary  follows: 

MULTI  SOFT,  INC. 

FOUR-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1/89 

1/88 

1/87 

1/86 

Revenue 

• Percent  increase 
from  previous  year 

$3,991 

458% 

$715 

10% 

$648 

427% 

$123 

N/A 

Income  (loss)  from 
continuing  operations 
before  taxes 

$1 ,759 

$(1,879) 

$(1,060) 

$(925) 

Income  (loss)  from 
discontinued  operations  (a) 

— 

$21 

$(3) 

$(115) 

Net  income  (loss) 

$1,759 

$(1,858) 

$(1,063) 

$(1,040) 

Earnings  (loss) 
per  share 

$0.10 

$(0.15) 

$(0.10) 

$(0.14) 

(a)  The  Medical  Office  Management  Information  System  product  line  was  discontinued  during 
fiscal  1989. 


To  accommodate  its  recent  rapid  growth  and  activity,  Multi  Soft 
increased  its  direct  sales  staff  by  more  than  50%  since  March  of 
this  year. 
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Key  Products  and 
Services 


Revenue  for  the  six  months  ending  July  31,  1989  reached  $694,946, 
compared  to  $643,972  for  the  same  period  last  year.  Net  losses 
were  $548,432,  compared  to  net  losses  of  $382,503  for  the  same 
period  last  year. 


One  hundred  percent  of  Multi  Soft's  fiscal  1989  revenue  was 
derived  from  systems  software  products  and  associated  support 
services. 

Multi  Soft's  family  of  products  allows  a developer  to  create 
transaction-based  applications  that  use  PCs  to  execute  most  of  the 
logic  of  these  applications. 

• In  existing  applications,  3270  screens  are  replaced  by  intelligent 
PC  interfaces.  If  the  user  wishes,  much  of  the  logic  can  also  be 
moved  to  the  PC. 

• For  new  applications,  the  host  computer  is  used,  for  the  most 
part,  for  data  base  input/output,  security,  and  integrity  of 
shared  resources. 

• In  effect,  the  host  becomes  a dedicated  back-end  data  base 
machine  and  PCs  are  used  as  intelligent  front-end  processors. 

Multi  Soft  products  include  the  following: 

• INFRONT/DS  is  a complete  PC-resident  developer's  toolkit 
that  includes  an  intelligent  screen  management  subsystem,  an 
integrated  high  level  language,  access  to  sequential  files,  b-tree 
indexed  files,  or  dBASE  data  bases. 

- INFRONT/DS  allows  a developer  to  add  a PC-resident 
CUA-compatible  front  end  to  an  existing  host  application 
without  changing  any  host  code  and  provides  intelligent 
processing  and  CUA  interfaces  for  peer-to-peer  applications. 
Standalone  PC  applications  may  also  be  developed  with 
INFRONT/DS. 

- Since  using  INFRONT  for  existing  applications  requires  no 
host  code  changes,  an  organization  can  decide  on  an 
individual  basis  how  and  when  the  users  are  switched  from 
standard  terminals  to  PCs.  INFRONT/DS  applications  may 
incorporate  pure  emulation,  thus  allowing  an  incremental 
approach  to  providing  advanced  PC  interfaces,  even  within 
an  application. 

• INFRONT/RT  is  the  runtime  software  that  allows 
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INFRONT/DS  applications  to  be  delivered  to  users  in  an 
execute-only  mode. 

• The  Software  Distribution  Facility  (SDF)  helps  organizations 
keep  tabs  on  what  their  PCs  are  doing  and  ensures  everyone  is 
using  the  most  up-to-date  software  versions.  SDF  automates 
the  dispersal  process.  It  "talks"  to  each  PC,  sees  what  software 
is  on  its  hard  disk  and,  if  necessary,  downloads  the  latest 
version.  Because  it  can  audit  a PC's  hard  disk,  the  organization 
can  maintain  the  integrity  of  distributed  applications  and  ensure 
all  users  are  in  sync.  SDF  is  equally  applicable  to  individually 
connected  PCs  as  well  as  to  LAN  connected  PCs. 

• The  Host  Processing  Option  (HPO)  can  reduce  the  host's 
workload  by  as  much  as  60-70%  by  having  the  PC  take 
responsibility  for  all  user  interface,  basic  validation  and  data 
manipulation,  and  help  and  error  processing  functions.  The 
HPO  option  is  sold  to  companies  that  want  true,  peer-to-peer 
cooperative  processing. 

- HPO  allows  companies  to  take  the  entire  front-end 
processing  function  off  the  host  and  replace  it  with  a 
software  module  written  using  INFRONT/DS  than  then 
executes  on  each  PC. 

- With  HPO,  the  PC  does  the  front-end  processing  and  the 
host  is  the  back-end  processor  and  serves  as  a large  data 
base  and  controller  of  security  and  integrity. 

• The  Background  Communication  Facility  (BCF)  allows  PC 
programs  to  communicate  to  an  IBM  host  on  a file-by-file  or 
record-by-record  basis  in  either  foreground  or  background 
modes.  When  running  in  background  mode,  any  non- 
communicating PC  program  can  be  running  in  the  foreground. 

• EasySAA,  Multi  Soft's  most  recent  product  introduction,  brings 
the  power  of  practical  CASE  technology  to  PC  DOS  users  by 
providing  an  integrated  development  environment  that  is  used 
to  rapidly  prototype  and  create  cooperative  processing 
applications  which  use  IBM  SAA  CUA  guidelines. 

- EasySAA  provides  object  management,  code  generation, 
intelligent  editing,  execution  facilities,  and  source  level 
debugging  for  Multi  Soft  INFRONT  applications. 

- EasySAA  automatically  generates  the  INFRONT 
development  code  necessary  to  produce  a user  interface  that 
is  compatible  with  the  IBM  SAA  CUA  89  standards. 
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Multi  Soft  also  provides  specialized  product  and  technology 
consulting  services.  It  offers  consulting  for  its  INFRONT  products 
and  the  technologies  of  cooperative  processing,  human  factors 
engineering,  and  SAA  CUA. 

In  September  1989,  Multi  Soft  formed  the  Advanced  Technology 
Division  which  operates  as  a separate  profit  center.  The  division 
offers  public  seminars,  high  level  consulting  services  to  Multi  Soft 
customers,  and  specialized  seminars  custom-tailored  to  an 
individual  organization's  business  needs. 


Multi  Soft  markets  its  products  primarily  to  Fortune  500 

companies  and  other  software  vendors  and  distributors. 

• MSA  and  The  Continuum  Company  are  examples  of  software 
vendor  clients.  The  Continuum  Company  is  using  INFRONT 
to  create  SAA/CUA-compatible  front  ends  for  its 
Client/Contract  Administration  System. 

Multi  Soft's  Fortune  500  clients  cross  many  industries,  and  include 

such  market  applications  as: 

• A large  financial  organization  is  replacing  its  existing  non-user 
friendly  retail  credit  application  system  with  INFRONT 
SAA/CUA-compatible  peer-to-peer  cooperative  processing. 

• A large  shipping  company  has  a middle/upper  management 
support  system  developed  using  INFRONT  products. 

Electronic  mail,  online  inquiry,  and  management  reports  are  all 
front  end  applications.  The  host  manages  configuration  control 
and  uses  SDF  to  download  reports,  program  changes,  and 
configuration  information. 

• A major  pharmaceutical  company  is  using  INFRONT  to 
standardize  interfaces  of  existing  applications  along  SAA/CUA 
guidelines.  SDF  is  used  to  control  the  collection  and 
modification  of  data  from  lab  testing  via  the  PC. 

• A videotext  provider  is  using  INFRONT/HPO  to  provide  an 
electronic  data  interchange  (EDI)-type  link  to  the  vendors 
available  on  the  service.  Videotext  customers  are  provided  with 
a variety  of  services,  including  access  to  information  from 
various  sources  (stock  quotes,  etc.),  electronic  merchandise 
purchases,  and  tying  into  SABRE  flight  reservation  systems. 
HPO  is  used  on  the  back  end  of  their  systems  to  enable  vendors 
and  suppliers  to  collect  data  on  any  purchases  or  transactions 
for  their  services  or  merchandise. 
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• A large  state  government  facility  is  using  INFRONT,  IBM 
PS/2s,  and  token  ring  hardware  and  software  to  replace  an 
existing  distributed  processing  application  that  ran  on  an  IBM 
mainframe  and  local  Mohawk  Data  Systems'  processors. 

Multi  Soft  is  pursuing  additional  distribution  channels,  including 
broader  international  distribution,  partnerships  with  major 
manufacturers  of  hardware,  and  the  retail  market  for  specific 
value-added  product  areas. 


The  principal  targeted  markets  for  Multi  Soft  products  currently 
are  the  U.S.,  England,  France,  Italy,  and  Australia. 

The  company  has  sales  offices  located  at  company  headquarters  in 
Lawrenceville  (NJ)  and  has  distributors  in  England,  France,  Italy, 
and  Australia. 
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MUTUAL  SERVICES  INC. 

1525  Washington  Street 
Braintree,  MA  02184 
(617)  849-1600 


Thomas  S.  Olsen,  Chairman 
Edward  J.  Boudris,  President 
Private  Company 
Total  Employees:  160 
Total  Revenue,  Fiscal  Year  End 
10/31/91:  $9,170,501 


The  Company  Mutual  Services  Inc.  (MSi)  currently  provides  processing  services  to 

24  banks  in  the  New  England  area. 

MSi  is  owned  by  three  of  its  serviced  clients-Salem  Five  Cents 
Savings  Bank,  Plymouth  Savings  Bank,  and  Quincy  Savings  Bank. 
Services  provided  to  these  banks  contributed  over  10%  to  MSi's 
fiscal  1990  revenue. 

Since  its  inception,  MSi  has  operated  under  the  guidelines  of 
controlled  growth,  evolutionary  software  development,  and 
concentrated  client  support.  MSi  revenues  have  increased  every 
year  since  1984  at  an  annualized  average  of  17%. 

MSi's  fiscal  1991  revenue  reached  nearly  $9.2  million,  a slight 
increase  over  fiscal  1990  revenue  of  $9.1  million  Net  income 
reached  $260,057,  compared  with  net  income  of  $126,269  for  fiscal 
1990.  A three-year  revenue  summary  follows: 


MUTUAL  SERVICES,  INC. 
THREE-YEAR  REVENUE  SUMMARY 
($  thousands) 


FISCAL  YEAR 

ITEM 

10/91 

10/90 

10/89 

Revenue 

$9,171 

$9,054 

$8,456 

• Percent  increase 

from  previous  year 

1% 

7% 

13% 

Revenue  growth  in  fiscal  1991  was  attributed  to  three  new  on-line 
service  clients  and  six  new  check  processing  clients. 

• Operating  income  increased  over  200%  in  fiscal  1991  due  to 
operating  efficiency  improvements  in  production. 
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MSi  management  projects  revenue  of  $9.0  million  for  fiscal  1992. 


One  hundred  percent  of  MSi's  revenue  is  derived  from  its  various 
processing  services  provided  to  banks. 

Applications  supported  include: 

• Electronic  funds  transfer 

• VISA  and  debit  card  support 

• Savings  and  certificate  of  deposit  accounts 

• Consumer  loans 

• Commercial  loans 

• Mortgage  loans 

• Overdraft  loans 

• Equity  loans 

• FHLMCC  & FNMA  investor  remittance 

• Cash  letter  processing 

• Loan  lockbox 

• Retirement  plans 

• Check/item  processing 

MSi  check  processing  services  contributed  approximately  $2.7 
million  to  fiscal  1991  revenue,  compared  to  $3.1  million  in  fiscal 
1990.  These  services  include  inclearing,  transit,  proof  of  deposit, 
account  reconciliation,  and  statement  rendering. 

MSi's  Client  Services  division  supports  client  banks  through  group 
seminars,  service  bulletins,  management  meetings,  and  product 
training  classes. 


One  hundred  percent  of  MSi's  revenue  is  derived  from  the  banking 
industry. 

MSi  clients  range  in  size  from  $91  million  to  $1.3  billion.  Their 
combined  assets  represent  over  $9  billion. 


One  hundred  percent  of  MSi's  revenue  is  derived  from  banks 
located  in  New  England. 


MSi  has  one  IBM  4300  Series  and  two  NAS  mainframes  installed  in 
support  of  its  processing  services. 
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MUTUAL  SERVICES  INC.  Edward  Boudris,  President 

1525  Washington  Street  Private  Company 

Braintree,  MA  02184  Total  Employees:  190 

(617)  849-1600  Total  Revenue,  Fiscal  Year  End 


10/31/89:  $10,000,000 

The  Company 

Mutual  Services  Inc.  (MSI)  provides  processing  services  to 
approximately  20  banks  in  the  state  of  Massachusetts. 

MSI  was  formed  in  early  1989  with  the  merger  of  Mutual  Services 
Institute  and  its  parent,  Mutual  Advisory  Corporation. 

• Mutual  Services  Institute  provided  processing  services  to  its 
bank  customers.  Mutual  Advisory  Corporation  provided  item 
(check)  processing  services.  MSI  combines  the  operations  of 
these  two  businesses  and  continues  to  perform  these  services  to 
its  clients. 

• MSI's  fiscal  1989  revenue  reached  approximately  $10  million. 
When  compared  to  combined  revenue  of  Mutual  Services 
Institute  and  Mutual  Advisory  Corporation,  fiscal  1989  revenue 
increased  approximately  10%  over  fiscal  1988. 

Key  Products  and 
Services 

One  hundred  percent  of  MSI's  revenue  is  derived  from  its  various 
processing  services  provided  to  banks. 

Applications  supported  include: 

• Electronic  funds  transfer 

• VISA  and  debit  card  support 

• Savings  and  certificate  of  deposit  accounts 

• Consumer  loans 

• Commercial  loans 

• Mortgage  loans 

• Retirement  funds 

• Item  processing 

Industry  Markets 

One  hundred  percent  of  MSI's  revenue  is  derived  from  the 
banking  industry. 
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MSI  clients  range  in  size  from  smaller  to  larger  banks.  The 
average  bank  client  has  $535  million  in  assets. 

Geographic 

Markets 

One  hundred  percent  of  MSI's  revenue  is  derived  from  banks 
located  in  Massachusetts. 

Computer 

Hardware 

MSI  has  one  IBM  4300  Series  and  two  NAS  mainframes  installed 
at  its  data  center  in  support  of  its  processing  services. 
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MUNICIPAL  DATA  Julio  Casillas,  President  and  CEO 

MANAGEMENT,  INC.  Private  Corporation 


15  Prospect  Lane 
Colonia,  NJ  07067 
(201)815-9300 

Total  Employees:  22 
Total  Revenue,  Fiscal  Year  End 
4/30/89:  $2,500,000* 

* INPUT  estimate 

The  Company 

Municipal  Data  Management,  Inc.  (MDM),  incorporated  in  1980, 
develops,  designs,  and  markets  information  systems  for  municipal 
departments. 

As  of  April  30,  1989  MDM  employed  22  people. 

Key  Products  and 
Services 

Of  MDM's  fiscal  1989  revenue,  90%  was  derived  from  application 
software  products.  The  remaining  10%  was  derived  from 
professional  services. 

MDM's  application  software  products  are  available  for  IBM 
computers  and  include  the  following: 

• The  BUDGET  AND  ACCOUNTING  system  maintains  budget 
and  general  ledger  information  in  accordance  with  New  Jersey 
state  statutes  regarding  municipal  offices. 

• The  INVESTMENT  PORTFOLIO  AND  CASH 
FORECASTING  system  tracks  investments  by  bank  and  fund, 
and  forecasts  cash  based  on  receipts  and  disbursements  for 
multiple  periods. 

• The  SEWER  COLLECTION  AND  ACCOUNTING  system 
provides  complete  billing  and  collection  systems  for  sewer 
services. 

• The  UTILITY  COLLECTION  AND  ACCOUNTING  system 
maintains  meter  readings  and  customer  information.  The 
system  has  full  accounting  and  billing  capabilities. 

- A drought  subsystem  is  available  for  the  UTILITY 
COLLECTION  AND  ACCOUNTING  system. 

• The  MUNICIPAL  COURT  system  is  an  administrative 
management  system  for  a municipal  court.  The  system  handles 
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everything  from  printing  docket  books  to  payments  for  criminal 
violations. 

• The  CRIMINAL  VIOLATIONS  system  maintains  information 
on  criminal  court  proceedings. 

• The  POLICE  CRIMINAL  REPORTS  system  is  an  on-line, 
interactive  system  tracking  reports  on  criminal  and  officer 
activities.  The  system  also  aids  in  officer  dispatching  and  has 
the  capability  to  interface  with  the  911  telephone  system. 

• The  PAYROLL  AND  MUNICIPAL  ATTENDANCE  system  is 
a municipal  payroll  system. 

• The  TAX  REVENUE  COLLECTION  SYSTEM  provides  an 
on-line  system  for  tax  collection  and  related  inquiries. 

• PRC-2000  is  a property  tax  assessment  system  based  on  IBM 
minicomputers  and  microcomputers. 

• The  CONSTRUCTION  CODE  MANAGEMENT 
INFORMATION  SYSTEM  is  designed  for  on-line 
maintenance  of  records  for  administration  and  bookkeeping  of 
the  New  Jersey  Uniform  Construction  Code. 

MDM  offers  a complete  network  solution  for  municipal  offices. 

This  solution  supplies  on-line  systems  for  the  Water  Utility  and 

Sewer  Office,  the  Building  Department,  the  Tax  Assessors'  Office, 

and  the  Tax  Collectors'  Office-all  in  their  respective  buildings  and 

under  a common  network. 


Approximately  90%  to  95%  of  MDM's  fiscal  1989  revenue  was 
derived  from  state  and  local  government  offices. 


Approximately  95%  of  MDM’s  fiscal  1989  revenue  was  derived 
from  the  state  of  New  Jersey.  The  remaining  5%  of  MDM's 
revenue  was  derived  from  states  bordering  New  Jersey. 


All  of  MDM's  systems  are  developed  on  IBM  microcomputers, 
IBM  Systems  36  and  38,  and  IBM  AS  400  processors. 
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September  1994 

MUST  Software  International 


President:  Jean-Luc  Badault 

101  Merritt  7 
Norwalk,  CT  06856 
Phone:  (203)  845-5000 

(800)441-6878 
Fax:  (203)  845-5252 


AM  ICT  SOFTWARE 
/rlUjI  INTERNATIONAL 


Status:  Subsidiary 

Parent:  Thomson-CSF 

Employees:  280 

Revenue:  $ 33,500,000 
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Key  Points 

• MUST  Software’s  cross-platform  tools, 
based  on  fourth-generation  language  (4GL) 
technology,  are  designed  for  client/server 
application  development  and  reporting. 

• NOMAD — the  company’s  flagship 
product — spans  all  platforms,  from 
mainframe  to  desktop,  and  is  used  by  more 
than  500,000  users  worldwide. 

• In  April  1994,  MUST  Software  shipped 
Front  & Center  for  Reporting,  a graphical 


tool  for  enterprise  reporting,  and  announced 
MUST  Server  1.0,  an  intelligent  client/server 
interface  for  desktop  users  to  access  MVS 
and  VM  data. 

Company  Description 

MUST  Software  International  is  a leading 
provider  of  4GL  client/server  reporting  and 
application  development  tools  that  span  all 
major  platforms. 

MUST  was  founded  in  1987  when  the 
NOMAD  product  business  was  acquired  from 
Dun  & Bradstreet  by  Thomson-CSF,  a 
multinational,  high-technology  company  based 
in  Paris. 

• MUST’s  parent  company,  Thomson-CSF,  is 
a leading  worldwide  provider  of  defense  and 
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consumer  electronics,  has  more  than  100,000 
employees  worldwide  and  annual  revenue  of 
$14  billion. 

• MUST  currently  operates  as  a member  of 
Thomson-CSF’s  Information  Technology 
Group  which  generates  more  than  $1  billion 
in  annual  software  revenue  and  is  one  of 
Thomson-CSF’s  five  strategic  divisions. 

Operations  and  Structure 

MUST  Software  is  organized  into  the 
following  units: 

• Sales  and  Services 

• Product  Development 

• Marketing 

• International  Sales 

• Research  and  Technology 

• Customer  Support 

• Finance  and  Administration 

• Human  Resources 

U S.  offices  are  in  Atlanta,  Boston,  Chicago, 
Dallas,  Houston,  Los  Angeles,  New  York, 
Norwalk,  Princeton,  Redwood  City,  Seattle 
and  Washington,  D.C. 

International  offices  are  in  Australia,  Belgium, 
Canada,  France,  Germany,  Israel,  Italy,  Japan, 


Mexico,  the  Netherlands,  Portugal,  Scotland, 
Spain,  Switzerland  and  the  U.K. 

Company  Strategy 

MUST  Software’s  mission  is  to  provide 
software  and  services  that  help  its  customers 
migrate  to  client/server  computing  while 
preserving  investments  in  current  technology. 

Specific  strategies  include: 

• Offering  a comprehensive  set  of  services, 
including  system  design  and  development, 
product  training  and  systems  integration 

• Forming  strategic  alliances,  partnerships  and 
agreements  with  industry  leaders 

• Continuing  to  develop  technically  superior 
software  for  distributed  application 
development  and  transparent  access  to  data 
across  all  platforms 

Financials 

MUST  Software’s  1993  revenue  was  $33.5 
million,  a 3.4%  increase  over  1992  revenue  of 
$32.4  million.  A three-year  revenue  summary 
follows: 


MUST  Software  International 
Three-Year  Revenue  Summary 

($  Millions) 


Fiscal  Year 

Item 

1993 

1992 

1991 

Revenue 

$33.5 

$32.4 

$31.3 

• Percent  change  from 
previous  year 

3.4% 

3.4% 

4.8% 
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MUST  management  attributes  the  company’s 
growth  to  its  broad  range  of  software  and 
services  supporting  client/server  migration. 


It  is  estimated  1994  revenue  will  reach  $35 
million. 


MUST  Software  spends  approximately  18%  of 
its  total  revenue  on  research  and  development. 

Market  Financials 

Approximately  79%  of  MUST  Software’s 
revenue  is  from  software  product  licenses  and 
support  services  and  21%  from  professional 
services  consulting,  development  and  training 
services. 


MUST  Software  derives  its  revenue  from  a 
range  of  industries,  including  the  following: 


- Aerospace 

- Communications 

- Consumer  products 

- Electronics 

- Finance 

- Foods 

- Government 

- Insurance 

- Manufacturing 

- Oil 

- Pharmaceutical 

- Retail 

- Transportation 

- Universities 

- Utilities 


Geographic  Markets 

Approximately  70%  of  MUST’s  1993  revenue 
was  derived  from  the  U.S.  and  30%  from 
international  sources. 


Employees 

MUST  Software  has  approximately  280 
employees,  segmented  as  follows: 


Marketing  and  sales 86 

Consulting  and  education 63 

Customer  support 47 

Research  and  development 54 

General  and  administrative 30 


280 

Key  Products  and  Services 

MUST  Software  offers  a range  of  software 
products  and  professional  services  as  described 
below.  Product  pricing  is  available  from  the 
vendor  upon  request. 

Front  & Center  Products 

Front  & Center  for  Reporting,  now  available 
for  the  Microsoft  Windows  operating  system 
(and  soon  to  be  available  for  Motif),  couples 
object-oriented  GUI  technology  with  4GL 
power  for  reporting  in  a client/server 
environment. 

• Users  can  report  from  data  found  in  leading 
data  sources,  including  Oracle, 
Microsoft/Sybase  SQL  Server,  Gupta’s 
SQLBase,  DEC’S  Rdb  and  RMS,  ODBC- 
compliant  data  and  MUST’s  ODB/Server 
gateway  to  DB2. 

Professional  Front  & Center  is  a graphical 
client/server  application  development  and 
reporting  tool  supporting  development  of 
sophisticated  applications.  DDE  and  OLE 
support  allows  users  to  exchange,  embed  and 
link  data  with  other  Windows  products. 

NOMAD  Products 

Designed  for  distributed,  client/server 
environments,  NOMAD  is  a comprehensive 
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application  development  tool  with  RDBMS 
functionality. 

• It  supports  cooperative  processing  between 
mainframe,  midrange,  UNIX  and  PC 
environments,  and  enables  access  to  leading 
data  sources,  such  as  IBM  DB2,  Microsoft 
SQL  Server,  Sybase  SQL  Server  System  10, 
Oracle  and  DEC  VAX  Rdb  and  RMS. 
NOMAD  also  enables  access  to  legacy  data 
stored  in  IMS,  VS  AM  and  other  formats. 

• NOMAD  was  one  of  the  first  development 
tools  to  offer  cooperative  processing 
between  platforms  with  client/server  and 
peer-to-peer  processing  facilities.  With 
support  for  distributed  computing,  NOMAD 
allows  the  user  to  determine  where 
application  processing  is  to  occur. 


• Ad  hoc  query 

• Communications  facilities 

• Data  maintenance 

• Decision  support 

• Financial  modeling  and  analysis 

• Integrated  application  generation 

• Report  generation 

NOMAD  runs  under  MVS  and  VM  on  EBM 
mainframes;  Open  VMS  on  DEC  VAX  and 
AXP;  UNIX  under  HP-UX,  IBM  AIX  and  Sun 
Solaris;  and  DOS  and  OS/2  on  IBM  PCs  and 
compatibles. 

Professional  Services 

MUST  Software  provides  a range  of 
professional  services  to  its  software  clients  as 
follows: 


In  addition  to  Front  & Center,  the  NOMAD 
product  line  includes: 

• Open  Database/Server  (ODB/Server),  a 
middleware  system  for  incorporating  host 
data  in  client/server  applications 

• Must,  an  intelligent  client/server  interface 
that  provides  access  to  mainframe  processing 
from  the  desktop 


• Application  development 

• Application  consulting 

• Staff  training 

• Implementation  of  new  technologies 

• Reengineering 

• Performance  audits 


• Executive  NOMAD,  a tool  for  building  EIS- 
style  applications  for  managers  and  decision 
makers  that  dynamically  access  mainframe 
data. 

NOMAD  meets  a range  of  user  needs,  from 
complex  application  development  to  user 
reporting.  The  NOMAD  language  is  a 
sophisticated,  integrated  programming  tool 
that  can  be  used  by  programmers  to  create 
complex  applications.  NOMAD  capabilities 
include: 


• Project  management 

MUST  Software  offers  more  than  40 
education  course  related  to  its  software 
products.  The  courses  are  available  at  MUST 
Software  education  centers,  as  well  as  at 
customer  sites. 

Clients 

A sampling  of  customers  follows: 

Aerospace — Boeing,  Grumman,  Lockheed, 
McDonnell  Douglas,  NASA,  Thomson-CSF 
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Communications — AT&T,  Alcatel,  Northern 
Telecom,  NYNEX 

Consumer  Products  & Services — Browning- 
Ferris,  Dun  & Bradstreet,  Harcourt  Brace  & 
Co.,  OAG,  Unipac  Service 

Electronics— Dassault,  Hewlett-Packard,  IBM, 
MIT  Lincoln  Labs,  Motorola,  Westinghouse 

Finance — American  Express,  Banc  One,  Bank 
of  America,  Barclays,  Credit  Lyonnais,  First 
Commerce  Corporation,  NationsBank, 

National  Westminster  Bank 

Foods — Anheuser  Busch,  Cinzano,  Del 
Monte,  Nestle,  Suntory,  Tyson  Foods 

Government — Department  of  Defense, 

National  Gallery  of  Art,  State  of  California, 
State  of  Florida,  State  of  Illinois,  State  of 
Wisconsin,  U.S.  Postal  Service. 

Insurance — Allstate,  Colonial  Life,  Crawford 
& Co.,  Kemper,  Northwestern  National  Life, 
St.  Paul  Fire  & Marine 

Manufacturing — Black  & Decker,  Gillette, 
Lennox,  Monsanto,  Raychem,  Stride  Rite, 
Timex,  Westfalia  Separator,  Whirlpool,  Xerox 

Oil — CFP-Total,  Chevron,  Exxon,  Shell 

Pharmaceutical — Abbott  Laboratories,  Eli 
Lilly,  Pfizer,  Rhone-Poulenc,  Schering  Plough 

Retail — Dayton  Hudson,  Marks  & Spencer, 
Publix  Super  Markets,  Sears  Roebuck, 
Supermarkets  General,  Wakefern  Foods, 
Walden  Books 

Transportation — Alitalia,  American  Airlines, 
American  President  Companies,  Renault, 
Southern  Pacific,  United  Airlines 


Universities — Johns  Hopkins,  Michigan  State, 
Southern  Illinois  School  of  Medicine, 

Stanford,  Texas  A&M,  University  of 
Minnesota 

Utilities — Atlantic  Electric,  Brooklyn  Union 
Gas,  Lone  Star  Gas,  Puget  Sound  Power  & 
Light,  Southern  Company,  Southern  California 
Gas 

Marketing  and  Sales 

MUST  Software  provides  sales  and  support 
throughout  North  America,  the  Pacific  Rim 
and  Europe. 

Direct  sales  are  made  in  the  U.S.,  France, 
Germany  and  Switzerland. 

MUST  supports  a network  of  licensed  agents 
and  distributors  serving  the  U.K.,  Israel,  Italy, 
the  Benelux  market,  Spain,  Portugal,  Mexico, 
Japan  and  Australia. 

Alliances 

MUST  Software  is  an  IBM  Business  Partner 
and  a Digital  Independent  Software  Vendor. 

In  addition,  MUST  has  the  following 
relationships: 

• PowerOpen  Association  member 

• International  DB2  Users  Group  member 

• Oracle  Business  Alliance  Program  Member 

• Microsoft  Solutions  Provider  Program 

• Gupta  SQL  System  ISV  Program  Member 

• Hewlett-Packard  Channel  Partner 

• Sun  Microsystems  Catalyst  Member 

• Sybase  Open  Solutions  Partner 
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• SQL  Access  Group  Member 

• MUST  also  forms  strategic  partnerships  with 
vendors  of  complementary  products,  such  as 
Pilot  Software  (acquisition  by  Dun  & 
Bradstreet  pending),  whose  graphical 
presentation  product.  Lightship,  is  part  of 
Executive  NOMAD,  an  executive 
information  system. 

• MUST  also  has  cooperative  marketing 
agreements  with  other  members  of  the 
Thomson  Information  Technology  Group. 

Competitors 

MUST  Software’s  primary  competitors  include 

Information  Builders,  Progress  Software, 

Powersoft  and  Uniface. 

Assessment 

MUST  Software’s  strengths  include: 

• Ease  of  user,  power  and  versatility  make 
NOMAD  appropriate  for  a range  of  users 
and  applications;  it  accommodates 
experienced  application  developers  and 
general  users. 

• For  users,  NOMAD  provides  extensive 
decision  support,  statistical  analysis,  ad  hoc 
query  and  flexible  reporting  capabilities. 

• Over  the  past  two  years,  MUST  Software 
has  enhanced  the  features  of  NOMAD  to 
handle  client/server  and  migration  settings. 

Challenges  for  the  coming  year  include 

establishing  a market  presence  for  new 

products. 


Parent  Company: 

Thomson-CSF 
173,  boulevard  Haussmann 
75415  Paris,  Cedex  08,  France 
Phone:  Oil  33  153  77  80  24 
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MUTUAL  SERVICES  INC. 

1 525  Washington  Street 
Braintree,  MA  02184 
(617)  849-1600 


Gerald  T.  Mulligan,  Chairman 
Edward  J.  Boudris,  President 
Private  Company 
Total  Employees:  160 
Total  Revenue,  Fiscal  Year  End 
10/31/90:  $9,054,234 


The  Company  Mutual  Services  Inc.  (MSi)  currently  provides  processing  services  to 

24  banks  in  the  New  England  area. 

MSi  is  owned  by  three  of  its  serviced  clients-Salem  Five  Cents 
Savings  Bank,  Plymouth  Savings  Bank,  and  Quincy  Savings  Bank. 
Services  provided  to  these  banks  contributed  over  10%  to  MSi's 
fiscal  1990  revenue. 

Since  its  inception,  MSi  has  operated  under  the  guidelines  of 
controlled  growth,  evolutionary  software  development,  and 
concentrated  client  support.  MSi  revenues  have  increased  every 
year  since  1984  at  an  annualized  average  of  17%. 

• MSi's  fiscal  1990  revenue  reached  nearly  $9.1  million,  a 7% 
increase  over  fiscal  1989  revenue  of  $8.5  million.  Net  income 
reached  $126,269,  compared  with  a net  loss  of  $58,476  in  fiscal 
1989. 

• A three-year  revenue  summary  follows: 


MUTUAL  SERVICES,  INC. 
THREE-YEAR  REVENUE  SUMMARY 
($  thousands) 


FISCAL  YEAR 

ITEM 

10/90 

10/89 

10/88 

Revenue 

• Percent  increase 

$9,054 

$8,456 

$7,412 

from  previous  year 

7% 

13% 

9% 

Revenue  growth  in  fiscal  1990  was  attributed  to  three  new  on-line 
service  clients  and  two  new  check  processing  clients. 
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Key  Products  and 
Services 


Industry  Markets 


Geographic 

Markets 


• The  ratio  of  operating  expenses  to  sales  decreased  2.13%  during 
fiscal  1990  due  primarily  to  organizational  restructuring  and 
partial  consolidation  of  two  data  centers. 

MSi  management  projects  revenue  of  $9.2  million  for  fiscal  1991. 


One  hundred  percent  of  MSi's  revenue  is  derived  from  its  various 
processing  services  provided  to  banks. 

Applications  supported  include: 

• Electronic  funds  transfer 

• VISA  and  debit  card  support 

• Savings  and  certificate  of  deposit  accounts 

• Consumer  loans 

• Commercial  loans 

• Mortgage  loans 

• Overdraft  loans 

• Equity  loans 

• FHLMCC  & FNMA  investor  remittance 

• Cash  letter  processing 

• Loan  lockbox 

• Retirement  plans 

• Check/item  processing 

MSi  check  processing  services  contributed  approximately  $3.1 
million  to  fiscal  1990  revenue,  compared  to  $2.7  million  in  fiscal 
1989.  These  services  include  inclearing,  transit,  proof  of  deposit, 
account  reconciliation,  and  statement  rendering. 

MSi's  Client  Services  division  supports  client  banks  through  group 
seminars,  service  bulletins,  management  meetings,  and  product 
training  classes. 


One  hundred  percent  of  MSi's  revenue  is  derived  from  the  banking 
industry. 

MSi  clients  range  in  size  $65  million  to  $1.3  billion.  Their  combined 
assets  represent  over  $9  billion. 


One  hundred  percent  of  MSi's  revenue  is  derived  from  banks 
located  in  New  England. 
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MSi  has  one  IBM  4300  Series  and  two  NAS  mainframes  installed  in 
support  of  its  processing  services. 

During  1990,  MSi  contracted  with  Comdisco  for  disaster  recovery 
services. 


September  1991 


Copyright  1991  by  INPUT.  Reproduction  Prohibited. 


Page  3 of  3 


9 


9 


9 


COMPANY  BRIEF 


Primary  Industry-Specific  Market:  Banking  and  Finance 


Mutual  Services  Institute 

1525  Washington  Street 
Braintree,  MA  02184 
(617)  849-1600 

CEO:  Edward  Boudris,  President 
Subsidiary  of:  Mutual  Advisory  Corporation 
Founded:  1 978 

Employees:  70  (10/86) 

Revenue  (FYE  10/31/86):  $5,000,000*  (all  noncaptive) 


The  Company:  Mutual  Services  Institute  provides  processing  services  to  the  banking 
industry 

Sources  of  Revenue: 

Processing  Services  (100%) 

Key  Products  and  Services: 

- Processing  Services  (Utilizes  IBM  43XX  and  NAS  mainframes) 

• Mutual  Services  Institute  provides  the  following  applications  through 
processing  services  accessed  by  customers  via  phone  lines: 

- Electronic  funds  transfer  (EFT)  services  (through  its  communications 
network) 

VISA  and  debt  card  support 

- Savings  and  certificate  of  deposit  (COD)  accounts 
Consumer  loans 

Commercial  loans 
Mortgage  loans 
Retirement  funds 

Target  Industries: 

- Banking  ( 100%) 

Geographic  Markets: 

- U.S.  (100%) 

Clients  are  concentrated  in  Massachusetts 


*INPUT  estimate 
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